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STANDARD OIL COMPANY (NEW JERSEY) 
REPORTS FOR 1949... 





HE 215.000 STOCKHOLDERS of 

Standard Oil Company (New Jersey) 
have just been sent the Company’s 1949 
Annual Report. Some highlights are 
given here. 


The report covers the closing year of 
an eventful decade —a decade of violent 
action and change... of war, and war’s 
results, of great shifts in people’s living 
standards, and in their hopes and aims. 


It was a decade which put the strength 
and adaptability of American business 
to great tests. And proved that the 
American kind of business enterprise 
gets jobs done. 


To the oil business, these last ten 
years brought demands far beyond any 
past experience. 


Standard Oil Company (New Jersey) 
carried well its full share of this load. 
More new supplies of oil were found 
and developed than ever before. With 


them came more new processes, more 
new products, more new jobs and job 
opportunities. We took in more money. 
and paid out more—for wages, taxes, 
dividends, supplies—than in any previ- 
ous decade in history. And in that ten 
years almost four times the amount paid 
in dividends was invested in new facili- 
ties —strengthening the business to meet 
war and post-war needs, 

Like all sound American business, 
Jersey Standard got these results through 
skill, initiative, teamwork and the pro- 
ductive use of capital. Men who work 
in the business of their choice—free to 
think and make decisions —took actions 
which got results and got them in time. 


In reporting for 1949, this Company 
offers its stockholders not just the report 
of one business year... With it comes 
the hopeful assurance of strength and 
ability to meet the growing oil needs of 
free people in free lands. 


STANDARD OIL COMPANY (NEW JERSEY) 


AND AFFILIATED COMPANIES 


HIGHLIGHTS FROM THE 
1949 REPORT: 
(for the consolidated companies) 


PRODUCTION —957,.000 barrels daily 
total (11% less than 1948) 


REFINING — 1,287,000 barrels daily 
total (7% less than 1948) 


SALES —1,363,000 barrels daily 
(slightly less than 1948) 
RESEARCH —$21,400,000 spent on 
scientific projects (6 per cent more 
than in 1948) 
CONSOLIDATED NET EARNINGS— 
$268.870,000 or $8.91 a share. This 
compares with $365,605,000 or $12.44 
a share in 1948. Total income $2,934,- 
686,000 (12 per cent less than 1948) 
PARENT COMPANY NET EARNINGS 
—(from which shareholders’ dividends 
are paid) $171,707,000 or $5.69 a 
share. This compares with $155,923,- 
000 or $5.31 a share in 1948. 
DIVIDENDS — $4.00 a share plus 
one share for each 50 shares held. 
EMPLOYEE RELATIONS — Again 
no work interruption due to labor 
difficulties. 

e + e 


Copies of the full report will be 
gladly sent to anyone wishing full 
details. Write Room 1626, 30 
Rockefeller Plaza, New York 20, 
New York. 
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Gaylord Should Be Consulted 





Gaylord’s Engineering and Research facturers’ packaging problems but have 


men have come up with solutions to saved them money, too! 
packaging problems that few people So, regardless of the nature of your 


realized could be accomplished with product, call a Gaylord Sales Office. 


corrugated boxes. 
Ingenious designs affording ample pro- 


tection have not only solved many manu- 


The Gaylord representative will make 
available to you the services of Gay- 
lord’s Engineering and Research. 
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The Trend of Events 


INDEFENSIBLE .. . The strike of locomotive firemen 
against five major railroads, after a two-week spe- 
cial truce and exhaustion of all the processes of de- 
lay and mediation, is an indefensible act of exercise 
of irresponsible union power. It is hardly surprising, 
considering the position taken by the railway union, 
that negotiations have thus far been futile. For the 
union is not concerned with hours, or wages, or 
working conditions, but simply with an uneconomic 
measure of feather-bedding which everyone must 
recognize for what it is. 

Twice, impartial fact-finding boards have denied 
the need for a second.fireman on Diesel locomotives; 
yet the union insists on such a wasteful and unneces- 
sary addition to the crew—even at the cost of dis- 
ruption of a large part of the nation’s economy. Such 
disruption is now proceeding apace. Unless the strike 
is settled quickly, mines and factories will be forced 
to close and lay-offs will spread. Hardest hit will be 
non-striking employees of the affected railroads, over 
200,000 of which have been idled. It’s a high price to 
pay for union solidarity. 

Large-scale conversion to Diesel locomotives has 
met a pressing need of improving railroad service 


union’s dislike of technological unemployment 
(though in the long run labor is more likely to gain 
from any kind of technological progress) ; but where 
this resistance takes the form of featherbedding of 
the crudest kind as in the present instance, it is dif- 
ficult to sympathize. Rather it impresses one as a 
fatal policy which cannot possibly, in the long run, 
benefit labor. 

The strike is clear-cut evidence of the break-down 
of the Railway Labor Act, up to now hailed as a 
splendid piece of labor-management legislation. No 
wonder railroad managements no longer have faith 
in the Act. One can understand their feeling that the 
union’s attitude of self-assurance goes to extremes 
because of the belief that the Administration will not 
dare to ask Congress to stop such practices. With such 
encouragement, it is but natural that the findings 
even of Government-appointed boards are simply 
disregarded. 

The Administration has been in a position to dis- 
courage this strike but has obviously failed to do so. 
Since crippling strikes of this sort hurt those not 
directly involved almost as much as the disputants 
themselves, the Administration’s indifference is apt 
to cost it plenty of votes, come 





and making possible more eco- 


November. 





nomical operations, to meet 
competition from other forms 
of transportation. It promised 
areal answer to many of the 
problems of the struggling 
railroad system. It would be a 
tragedy if the gains thus 
promised were to be cast away 
because of union shortsighted- 
ness. 

One can understand the 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 








ECONOMIC ADVISER ... Pres- 
ident Truman’s designation of 
Leon H. Keyserling as chair- 
man of the Council of Eco- 
nomic Advisers is hardly sur- 
prising. While long delayed, it 
has also been long anticipated 
in view of the President’s in- 
ability to find a first rate econ- 
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Gaylord’s Engineering and Research 
men have come up with solutions to 
packaging problems that few people 
realized could be accomplished with 
corrugated boxes. 

Ingenious designs affording ample pro- 


tection have not only solved many manv- 
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facturers’ packaging problems but have 
saved them money, too! 

So, regardless of the nature of your 
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cial truce and exhaustion of all the processes of de- 
lay and mediation, is an indefensible act of exercise 
of irresponsible union power. It is hardly surprising, 
considering the position taken by the railway union, 
that negotiations have thus far been futile. For the 
union is not concerned with hours, or wages, or 
working conditions, but simply with an uneconomic 
measure of feather-bedding which everyone must 
recognize for what it is. 

Twice, impartial fact-finding boards have denied 
the need for a second.-fireman on Diesel locomotives ; 
yet the union insists on such a wasteful and unneces- 
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disruption is now proceeding apace. Unless the strike 
is settled quickly, mines and factories will be forced 
to close and lay-offs will spread. Hardest hit will be 
non-striking employees of the affected railroads, over 
200,000 of which have been idled. It’s a high price to 
pay for union solidarity. 
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met a pressing need of improving railroad service 


union’s dislike of technological unemployment 
(though in the long run labor is more likely to gain 
from any kind of technological progress) ; but where 
this resistance takes the form of featherbedding of 
the crudest kind as in the present instance, it is dif- 
ficult to sympathize. Rather it impresses one as a 
fatal policy which cannot possibly, in the long run, 
benefit labor. 

The strike is clear-cut evidence of the break-down 
of the Railway Labor Act, up to now hailed as a 
splendid piece of labor-management legislation. No 
wonder railroad managements no longer have faith 
in the Act. One can understand their feeling that the 
union’s attitude of self-assurance goes to extremes 
because of the belief that the Administration will not 
dare to ask Congress to stop such practices. With such 
encouragement, it is but natural that the findings 
even of Government-appointed boards are simply 
disregarded. 

The Administration has been in a position to dis- 
courage this strike but has obviously failed to do so. 
Since crippling strikes of this sort hurt those not 
directly involved almost as much as the disputants 
themselves, the Administration’s indifference is apt 
to cost it plenty of votes, come 
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problems of the struggling 
railroad system. It would be a 
tragedy if the gains thus 
promised were to be cast away 
because of union shortsighted- 
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We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of tmportance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 
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ident Truman’s designation of 
Leon H. Keyserling as chair- 
man of the Council of Eco- 
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has also been long anticipated 
in view of the President’s in- 
ability to find a first rate econ- 














BUSINESS, FINANCIAL and INVESTMENT COUNSELORS : : 1907—“Over Forty-two Years of Service’—1950 





MAY 20, 1950 








uvmist to succeed Dr. Nourse. Evidently, objection 
to the political overtones forced upon the Council 
made the position difficult to fill. 

Mr. Keyserling’s appointment will hardly be re- 
assuring to the business world, considering his 
known views and his past record. His adherence to 
Keynesian theories will not endear him to business 
leaders who believe in untrammeled free enterprise. 
Also, they will not have forgotten that it was Mr. 
Keyserling who advocated that the Government en- 
ter the steel industry as a producer. Nor is it for- 
gotten that Mr. Keyserling is not content to be 
merely the economic adviser to the President, but 
as a politician has carried his views to Congress and 
has actively supported specific legislation. Mr. Clark, 
one of the Council members, apparently follows his 
lead. Thus the new set-up is not particularly en- 
couraging. Mr. Keyserling’s belief in a governmen- 
tally managed economy is so well known that busi- 
ness can hardly view his chairmanship without 
considerable misgivings. 

Whether the new third member, Dr. Roy Blough, 
will be able to supply the necessary balance remains 
to be seen. He is generally regarded as a “middle 
roader” and an expert in taxation matters. His ex- 
perience should be helpful in that area of economic 
study. Since judgment is all important in the work 
of the Council, one can only hope that Dr. Blough 
will be able to exercise a moderating judgment in 
its deliberations. The Council being what it is, his 
will be a difficult task and we can only wish him well. 


GOLD...The recent statement by the South African 
finance minister, that the country reserves the right 
to sell its gold at the highest price it can get in the 
world’s free markets—contrary to the wishes of the 
International Monetary Fund, loses some of its 
significance in view of the recent fall in gold prices 
in principal markets throughout the world. The 
downward trend, for whatever reasons, certainly has 
undermined the argument that the statutory price 
of $35 is unrealistic and should be increased. It also 
sustains the Funds’s recent gold report which rec- 
ommended that no change be made in the price. 

The greatest loser in the setback of the gold 
markets has undoubtedly been South Africa which 
has been the biggest supplier of free markets, ac- 
cording to informed opinion, though profits of last 
year’s devaluation should outweigh this drawback, 
at least in part. The free market premium, however, 
has now narrowed to only a few dollars and activity 
is far from what it was. 

It was greatly dampened by virtual cessation of 
hoarding in France, China and elsewhere, due ap- 
parently to return of confidence in economic condi- 
tions and assumption that there will be no further 
currency devaluations in the near future. Rich Chi- 
nese hoarders, fleeing before the communist on- 
slaught, had to dishoard in order to live, and to re- 
settle elsewhere. On top of that, Russian gold sales 
in the Orient had added to pressure on the market. 

Soviet sales are now reported to have diminished, 
causing some observers to suspect that the gold 
phase of the cold war is assuming a new aspect. Hav- 
ing no pipelines into the Kremlin, we wouldn’t know, 
but a likely explanation may be that the Russians 


simply saw no sense in depressing the price further, 
and against their own interests. Or else, they may 
need their gold to build up their ruble bloc. 
What’s been going on in gold may be somewhat 
of a riddle to many but it’s basically simple. With 
the U. S. determined not to yield to pleas for a 
higher gold price, a primary speculative element 
automatically disappeared from international gold 
markets. In our view, the statutory $35 price re- 
mains its mainstay. We wonder what would happen 
if it were suddenly withdrawn, if the Treasury re- 
fused to buy up any and all offerings at the $35 
price. We are fairly sure the gold markets would 
tumble. Where would South Africa be then? 


BOLD AND CONSTRUCTIVE... The French plan for 
integrating France’s steel and coal industries with 
those of Germany represents a bold but constructive 
move. It comes like a breath of fresh air into the 
dank atmosphere of international bickering and dis- 
trust which to-date has characterized all efforts 
towards European economic integration. Its impli- 
cations are momentous. While it may take months 
to explore and years to attain in full, the proposal 
contains a thought which would seem to justify 
whatever efforts and striving may be involved, 
namely, that “the solidarity of production thus 
established will prove that any war between France 
and Germany has become not only unthinkable, but 
materially impossible.” 

For what’s suggested is joint development, pro- 
duction and marketing of the basic items of war 
potential — initially by France and Germany, with 
other European countries joining if they like to. 


‘It would be different from the old international steel 


cartels which did nothing to check war. The French 
plan goes beyond the mere limitation of production 
and price-fixing; it foresees a truly international 
control including the elimination of tariffs within 
the countries involved. 

Fixed by treaty, the plan would weld at least two 
nations at one fundamental point of economic con- 
tact; it could well, and should be, a forerunner of 
even closer unification and a useful basis for ulti- 
mate complete European integration. If carried 
through, even the remaining problems between 
France and Germany could be solved as a natural 
corollary of the common interest. In short, it would 
also promise the end of an age-long feud, a turning 
point in European history. 

It would be unrealistic, were one to try to mini- 
mize the practical difficulties confronting realization 
of this plan; and grave dangers must be guarded 
against. In France herself, the proposal is by no 
means wholly endorsed, nor is it in Germany. Brit- 
ain, skeptical and reserved, has promised no more 
than “careful study.” And tentative U. S. approval 
doubtless awaits further evaluation of economic 
effects. 

That France, despite the perplexities involved, 
has produced this courageous and far-seeing piece 
of statesmanship at this critical juncture, redounds 
to the credit of her Government. It proves that 
sound realism isn’t dead, even in Europe, where 
incidentally, it is most needed in the face of urgent 
necessity to buttress the bulwarks of the Atlantic 
World against the menace of Soviet imperialism. 
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As 9 See Jt! 


BY ROBERT GUISE 


THE LONDON CONFERENCE 


yy. actual results of a conference such as 
that just held in London between the Foreign 
Ministers of the United States, England and France 
are never easy to state in public communiques. 
Moreover, for obvious reasons, there is often no de- 
sire to take the world into full confidence. Thus the 
official statements released may only hint at the real 
results achieved, with 
much to be revealed by 
the progress of events. 
But on the surface one 
must necessarily come 
to the conclusion that 
nothing spectacular 
was hatched at Lon- 
don. 

Apparently the 
much-discussed Atlan- 
tic Union remains a 
subject for debate 
rather than an im- 
pending reality. And 
Atlantic Coordination 
still has to be thrashed 
out by the leaders of 
the Atlantic Treaty ’ fe 
countries, with the : 
problem of financing a 
heavy increase in pitas 
Western Europe’s "im 
military defense prep- a 
arations a major point Se 
of discussion. pe 

There is little hope we “i 
that this problem will 
be finally solved at the 
current talks. It will 
probably take new and prolonged discussions to seek 
a reconciliation between the views of the military 
authorities and economy-minded politicians, with 
some new form of U.S.aid the basic point of dispute. 

Seemingly, then, what London has produced is 
rather limited and far from sensational. Certain 
broad outlines of western policy in areas most im- 
mediately threatened by Russia have been previ- 
ously given and more sharply defined by the Foreign 
Ministers. There has been the announcement that 
the German situation will not be allowed to become 
static but that Western Germany is to be released 
progressively from present controls, within broad 
limits. And the remaining free nations of Asia are 
to be strengthened politically and economically. But 
little, very little, has been said about the vital prob- 
lem of Western defense, cornerstone of any effective 
cold war policy. 

It is obvious that there was no way of progressing 
in this field unless Mr. Acheson was prepared to 
commit the Administration to sponsoring a much 
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Crawford in The Newark Evening News 


greater American effort. Equally obviously, he did 
or could not do that, and because the extent of the 
American effort remained uncertain, everything else 
probably still is uncertain. 

It might be said that if there is disappointment 
over the communiques, it must in part at least be 
attributed to the inherent difficulties of the situa- 
tion. One cannot great- 
ly err, however, if one 
adds that it is also due 
to the fact that the 
freedom of action of 
the leading partici- 
pants has been limited 
by considerations of 
“$.*% domestic politics which 

apparently could not 
_ be submerged to the 
fF greater cause. Because 

of that, the London 

talks may turn out to 
Z have been just another 

regional conference. 
i” Secretary Acheson 
has been laboring un- 
der a double handicap. 
His department has 
been under heavy fire, 
which was bound to 
complicate his posi- 
tion in London in a 
most unfortunate man- 
ner. Nor was his task 
made easier by Presi- 
dent Truman’s appal- 
ling press conference 
statement on holding 
down defense expenditures — in the face of almost 
certain knowledge that defense outlays are bound 
to rise rather than decline if we are to make the 
effort needed to hold communist imperialism in 
check. 

That sort of thing is doubly unfortunate. First 
it must have weakened Mr. Acheson’s position con- 
siderably; after all, all he could do in the face of 
the presidential statement is give private assurances 
that he will do his best to get the President’s ap- 
proval of a bolder policy. Second, it stands to reason 
that the American people cannot be expected to rise 
to the need unless the President sees fit to speak 
frankly about it. Exuding optimism is fine, but it 
also can be deadly, especially if everything threat- 
ens to be all wrong if we continue our refusal to 
face the issues confronting us with more realism 
and determination. 

Unless future events prove otherwise, we must 
conclude that the London meeting was not so much 
the beginning of new (Please turn to page 234) 
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New Factors Supporting Market Rise 


Market action remains good, with quality issues providing the main leadership. The 
business outlook is fairly impressive. Measured by yields, stock prices are still on a 
fairly conservative basis, and subject to further rise in due time. Maintain substantially 
invested positions, holding some reserves in hand for selective buying opportunities. 


By A. T. MILLER 


ih? here has been a further moderate and selective 
advance in the stock market over the last fortnight, 
with upside leadership centering mainly in invest- 
ment-grade issues. It took the daily industrial aver- 
age to a new high for the 11-month upswing at 
218.72 on May 11; and the close of last week found 
it less than one point under that level. Once again 
it has been demonstrated that this market can take 
strike news — the present instance being the strike 
of firemen against five major railroads — pretty 
much in stride. 

A significant renewal of investment demand for 
utility stocks is indicated. This average made its 
high to date as far back as March 16 at 48.74, 
thereafter going through a correction extended in 
time, although not amounting to much in points. 
It has now been edging up for three weeks, and 
stands within a small fraction of the March high. 


Under the general investment influences dominating 
the market, especially as regards dividend yields 
and the still wide spread between them and the 
the yields available on high-grade bonds, it should 
be only a matter of time before the utility group is 
in new high ground; joining the industrial average 
in achievement of a level above the 1946 bull-market 
top. The utilities’ March high of 43.74 exactly dupli- 
cated their 1946 peak. 


Speculation Still Subdued 


The “investment flavor” of the market — with 
average dividend yields still in the vicinity of 6%, 
with much long-pull stock going into strongboxes of 
private and institutional buyers, and with indica- 
tions suggestive of good business for the rest of the 
year, if not into the forepart of 1951 — implies that 

the chances are now against any serious 
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decline, barring a real shock in the for- 
eign news. The latter probably would 
have to be something pointing to a 
shooting war, for investment nerves are 
pretty much conditioned to short-of- 
war threats and maneuvers by now. 

Excepting for the earlier excitement 
in television shares, which are now 
more or less dormant after a sharp 
reaction, speculation has not yet at any 
time amounted to a great deal on this 
rise. In contrast to high-grade, big- 
name stocks — the kind bought by 
trustees, fund managers and the most 
conservative individual investors — sec- 
ondary and low-priced stocks remain 
relatively far under their 1946 highs, 
as a general rule. There are exceptions, 
of course, but the advance in such 
issues has been quite selective and 
usually well-founded on favorable com- 
pany developments. 

In the investment considerations and 
the business prospect as it now seems 
to shape up, there should be potentiality 
for some further market rise — how 
much is impossible to foresee — under 
continuing “quality leadership.”’ At the 
same time, if all past market history is 
any guide, there is the probability that 
in due time speculation will increasingly 
“take over,” resulting in broad price 
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indexes, such as those of 
this publication, rising at a 

relatively faster pace than |25¢ 

the Dow-Jones industrial 

average. As we have noted 

before, the backwardness of {2% 

the Dow rail average is 

pretty much in keeping 

with the selective character 150 

of the market. Some special 

reasons can be cited; but 

stocks, whether rails or in- 100 4 
dustrials had to have in- 

dividual appeal to get any- i! | 
where on this advance. soll + 

Before turning to more I 
fundamental matters, it 
should be noted that we are ° 
close to what has always 
been the most favorable 
seasonal period of the year 
for the market. From the 
level at the close of May, 
there has been some ad- 
vance — measured by July- 

August highs — in the 
great majority of past 
years. The behavior in this 
period is worth watching 
from any point of view. On 
the one hand, precedent 
calls for a good advance, 
especially in uptrend mar- 
kets. On the other hand, 
should there be no “‘sum- 20 
mer rise,” it would become 
wise to take a really search- 
ing look again at the fun- 
damentals; for at least a 
question about the main 
trend would be raised. For 
example, the absence of any 
“summer rise” in 1946 and 
1948 proved of much signi- 
ficance. Meanwhile, there is 
no point in trying to cross 
this bridge until we get to it; and that might be as 
late as August. 

Although no one thing can ever explain an im- 
portant market advance, there is no doubt that by 
far the most potent factor in this instance is the 
high level of dividends, and the gradual growth of 
confidence that total payments are not subject to 
material reduction within the presently foreseeable 
future, however mixed may be the results among 
individual companies. According to an SEC esti- 
mate, aggregate dividends in the first quarter of the 
year were 8.3% larger than in the first quarter. 
This put them, of course, to a new all-time peak. 
It should be remembered that this estimate covers 
all kinds of corporations; whereas big companies 
are faring much better, as a general rule, than 
smaller ones, reversing the wartime experience 
when marginal enterprises “went to town.” The 
dividends of larger industrial companies, more or 
less like those represented in the Dow average, have 
been running around 15% above year-ago levels so 
far in 1950. 

Here are some examples of liberalized payments 
— whether through increases, extras or stock divi- 
dends — merely over the last several weeks, and the 
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list is not complete: Armco Steel, Republic Steel, 


Industrial Rayon, U. S. Gypsum, Dow Chemical, 
Squibb, National Steel, Minneapolis - Honeywell, 
Brown Shoe, Crown Zellerbach, Van Raalte, Cali- 
fornia Packing, Atlantic Refining, Bethlehem Steel, 
Armstrong Cork and Thompson Products. 


Still a Supporting Factor 


At the low point of the market last June, the 
average yield of Big-Name industrial stocks was 
around 7.25%. Despite the large subsequent rise, 
and because dividends have trended up, this average 
yield is still a fairly high 6.25%. In other words, the 
prevailing yield has been reduced less than 14% by 
a 35% rise in the Dow average in 11 months. There 
probably has never before been a situation just like 
that. Usually, rising stock prices outrun rising divi- 
dends by a far wider degree. 

There is no certainty, of course, what stock yields 
will be at the culmination of this swing. Maybe they 
will be materially higher than at past market tops 
because of social-political uncertainties, the cold 
war, etc. On the other hand, maybe they will not be 
greatly abnormal after (Please turn to page 234) 
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E. A. KRAUSS 


&Y n view of the 
acceleration of the 
business boom accom- 
panied by rising prices 
in a good many areas, 
and particularly _be- 
cause of the undoubted 
inflationary bias in- 
herent in our economy 
and in Government 
policies, it is not greatly surprising that fears of a 
resurgence of inflationary price advances are again 
being expressed in some quarters. The argument is 
that postwar inflation has only been interrupted, 
not halted; that with current factors at work, de- 
mands may again approach the limits of supply and 
capacity to produce, setting the stage for another 
upward spiral. 

It must be admitted that an imposing array of 
factors is doubtless working in the direction of in- 
flation, chief among them resumption of deficit 























spending which is primarily responsible for the re- 


vival of inflationary psychology. And in this area, 
the outlook is far from reassuring, portending more 
and bigger deficits rather than the opposite. 

No less important is the continuation of the Gov- 
ernment’s easy money policy despite the fact that 
credit expansion has gone to heights never before 
experienced. Easy money has made possible a situa- 
tion without parallel in other periods of credit ex- 
pansion: credit stringencies usually appearing dur- 
ing the later stages of the boom cycle remain con- 
spicuously absent. 

Instead, more money is continuously pumped into 
the economy to sustain boom conditions—in form 
of Government supports of high agricultural prices, 
of export supports through foreign aid, of Federal 
appropriations for housing to feed the unprecedented 





building boom, and in 
form of mounting con- 
sumer credit on liberal 
terms which helps sus- 
tain the boom in autos, 


‘ appliances, television, 
etc. 

As a result, indus- 
trial activity has been 
gaining momentum, 
furnishing the nation 
with immense buying 
power on top of huge 
liquid assets already 
existing. Wages and 
workers’ benefits are 
rising, with industrial costs mounting accordingly. 
There is no evidence of departure from the general 
easy money policy. Rather, the Federal Government, 
other government units, home purchasers and con- 
sumers generally show a willingness to go deeper 
into debt. 

All of which, it is contended, suggests that in- 
flation is again on the march, while our defense 
against it is not as strong as our best interests would 
demand. Not so long ago, the Government’s prin- 
cipal pre-occupation was with deflation and measures 
to combat it. Today’s revived inflationary potentials 
are apparently causing little concern; in fact they 
are being viewed with satisfaction, if not elation, 
as offering assurance of continued prosperity. 

Some of the factors enumerated have of course 
been at work for quite some time, but until recently 
their ability to start another upward price spiral, in 
any considerable degree, was held incompatible with 
other elements. Buying scrambles, inventory build- 
ups and speculative excesses thrive on shortages, 
and shortages have been conspicuously absent except 
when strike-induced, thus temporary. 

Pipelines have been filled and most urgent de- 
mands satisfied. Exports have shrunk and some 
capital goods industries were slackening with re- 
duced demand. Above all, the country now has a 
greater cushion of industrial capacity, food and ma- 
terials supplies as well as labor resources to prevent 
recurrence of shortages and resultant revival of 
price pressure. Why then, renewed apprehension of 
a trend back towards active inflation ? 


New Strain on Prices 


Primarily it has been reawakened by the fact that 
business is again riding high, that the sharp re- 
covery from last year’s recession, strongly fed by 
liberal doses of credit infusion, once again appears 
to be putting a strain on prices. Numerous commod- 
ity prices have been rising of late, including non- 
ferrous metals, steel scrap, rubber, wool, even farm 
staples, and as they did, it was doubtless a signal 
for buying ahead. Hence the brisk run-up in metals, 
for instance. 

The spot and futures price index charts on page 
220 of this issue illustrate the sharp upward slant in 
recent weeks. Even the BLS wholesale commodity 
price index is creeping up, off the plateau along 
which it had been snaking for some eight months. 
All of this doesn’t add up to a major move of course. 
But the recent price movements have been the most 
vigorous in six months and are spreading. Any 
stepping up of commitments against possible further 
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rises will add to price pressure. 

To-date, few will admit that the situation signals 
a sharp rise ahead in the general price level even 
though further selective jumps may occur, but the 
trend is nevertheless viewed with some uncertainty. 
The fact is that price movements in any given pe- 
riod are in no sense a full measure of the inflationary 
developments which may be under way. What causes 
uncertainty is the trend and direction, rather than 
the actual increases that have occurred. It raises the 
question whether the revived boom is moving into 
a more mature and hence more dangerous stage. 
How does it look? 


Inventory Accumulation 


It is widely admitted that buying for purposes of 
inventory accumulation is currently one of the con- 
tributing factors behind the high level of business 
activity as well as the price strength. There are no 
signs of panicky accumulation; rather they point to 
considerable restraint which in turn reveals the ab- 
sence of any threat of real shortages. 

Apart from some price protection buying, the 
chief reason for renewed inventory accumulation is 
the high current production rate which requires 
greater working stocks, and the need to raise in- 
ventory sights for the next few months because of 
the promising production outlook. Another, past and 
present, has probably been apprehension of supply 
interruptions by strikes. Acceleration of such pre- 
cautionary buying has been evident at various times 
recently. 

To obtain a better idea of what’s happening, one 
has to go back to last year’s recession, the primary 
cause of which was the contraction of inventories. 
Whereas in 1948, business inventories expanded by 
over $6 billion, last year they were reduced by some 
$4 billion. It meant that the economy needed alto- 
gether $10 billion less new production in 1949 than 
in 1948. Small wonder that business for a time fell 
off sharply, though the shock was cushioned by 
sizable Government spending. 

This year the process is being reversed. Instead 
of an inventory decline of $4 billion, an increase of 
perhaps as much as $2 billion is looked for 
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phase where prevention of excesses on the upside can 
help considerably in cushioning any subsequent de- 
cline. It is but natural that price boosts initially create 
temporarily abnormal demand from purchasers who 
anticipate further price rises. But any excessive in- 
clination to cover ahead should be, and probably is, 
tempered by realization that basic industrial ca- 
pacity is ample for current normal demand in almost 
every instance. 

It all comes down to how strong is the demand 
outlook. Business once more is in high gear, strongly 
propped by booms in autos, building, television and 
a moderate revival of some capital goods industries. 
As a result, steel production is near capacity, and 
new orders elsewhere on the rise. It would, however, 





since business stocks are moderate in relation 
to current activity. Relating it to last year’s 
decline, the net difference may mean the need 
of $6 billion more production in 1950 because 
of the change in the inventory situation alone. 

With price trends (until recently) sta- 
bilized, new orders higher and with fears of 
strikes and possible individual shortages in 
commodities, it is understandable that the 
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attitude of business towards inventories has 
been changing, if only temporarily. Basically, 
however, it is a situation chiefly influencing 
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the shorter term. Fluctuations of this nature 4 





create their own limits and knowing this, 
business men are not apt to go overboard in 
inventory accumulation unless other factors 































































































point to further vigorous price uptrends. 

Such conclusive factors are not now in 
sight; on the contrary, the transient char- 
acter of the movement is brought out by the 
consideration that eventually there must be 
an easing of the auto and building booms, if 
only for seasonal reasons; and once it occurs, 
price pressure should immediately lessen. 

In short, we are going through just another 
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be entirely over-optimistic to assume that this can 
go on indefinitely. 

Certainly building activity will slacken this Fall, 
and so will auto demand. The television market is 
showing signs of softening. Capital goods spending, 
while high, is some 8% below last year and may 
be down 11% for the entire year. Also, inventories 
are rising though chiefly among retailers and whole- 
salers. As they continue to do so, pressure is bound 
to abate—barring protracted fears of serious price 
inflation or war. 


Booming vs. Lagging Industries 


It is also well to consider that not all segments of 
the economy are going forward together. There are 
a good many laggards, particularly in soft goods 
lines, and this should act as a brake. Above all, in- 
dustrial capacity has been greatly enlarged in post- 
war and further additions are undertaken, where 
needed. Industry as a whole, even now, is operating 
somewhat below capacity despite the approach of 
the production rate to within 5% of the postwar 
peak. That peak, established late in 1948, by no 
means can be viewed as the upper limit of today’s 
production potential. 


There are other factors that should militate 
against any strong resurgence of active price in- 
flation. One is the effect of intensified competition 
which is apt to keep product prices down; another 
the likelihood that higher prices will ultimately, and 
perhaps sooner than anticipated, tend to restrain 
consumer buying, already highly selective and price- 
conscious except in a few fields. Even another round 
of wage boosts for organized labor could not negate 
these influences, since it would benefit only a part 
of the consumer army. As far as the consumer is 
concerned, pressure is for lower prices and industry 
is well aware of it. Besides, there is a limit to his 
ability to go further into debt to finance satisfaction 
of his wants. High taxes, for one, see to that; the 
huge rise in consumer credit that has already oc- 
curred, is another retarding influence. 


A Temporary Buying Spurt 


Altogether, recent price strength reflects primarily 
a buying spurt essentially temporary in character. 
As it wanes, prices should stabilize at levels dictated 
by future demand-supply conditions. 

Latent inflation is of course implicit in prolonged 
deficit spending, though it will be of the creeping 
rather than explosive variety. How much of a threat 
will it be in the foreseeable future? 


The likelihood that the Treasury will soon be 
borrowing again from the banking system suggests 
a further expansion of deposit money held by the 
public, i.e. more credit expansion. But its actual in- 
flationary potential is a good deal less than current 
and prospective deficit figures might suggest. Much 
depends on how the Treasury’s cash deficit is 
financed. At least part of the funds needed will be 
derived from the sale of savings bonds to the pub- 
lic and to that extent will modify the inflationary 
aspect of Treasury borrowings. Another partial off- 
set is seen in the fact that business loans by banks 
have shown a generally declining trend and currently 
still stand some $560 million below a year ago. 
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But apart from all that, a $5 billion deficit, even 
were it fully covered by borrowing from the banking 
system, would not loom too large in comparison with 
our gross national product, running at an annual rate 
of $262 billion during the first quarter of this year. 
The real danger lies in protracted deficit financing— 
in making it a “way of life.” 


The large current and projected deficits are of 
course inexcusable in a period of full employment, 
high production and record-breaking income. To 
some extent at least, the effect will be to inflate the 
money supply. The psychological danger is that it 
may push the growing bullish sentiment to ex- 
tremes; in this way it could create far more infla- 
tionary conditions than mere monetary aspects 
could bring about. 


This danger, however, appears not too pronounced 
at this time. Current business optimism is tempered 
by last year’s experience and by realization that the 
present spurt in activity is partly due to special sup- 
ply and demand factors which may change or dis- 
appear in a matter of months. Resultant con- 
servatism in business decisions is our best insurance 
against excesses that could restart and feed the 
banked inflationary fires. 


Underlying Price Trend Remains Downward 


Even excesses, in the form of unwarranted buying 
sprees with resultant stepped-up pressure on price 
levels would be no more than temporary, and de- 
plorable stimulants. All they would do is make the 
subsequent reaction all the more severe. The reason 
is that the underlying trend of commodity prices— 
despite current temporary spurts—must still be re- 
garded as downward as it has been for the last year 
and a half despite deficit spending and substantial 
increases in consumer and mortgage credit. 


True enough, these are price-stimulating factors 
as we pointed out before, but all they could do was 
to slow and perhaps halt for a time the deflationary 
trend rather than reverse it. They were unable to 
offset completely the tremendous rise in production 
and productivity that has taken place not only in this 
country but all over the world. 


The fact is that deflationary forces at work are 
worldwide and let no one think that this will not 
have incisive repercussions in this country. After 
all, price levels are made by world forces of supply 
and demand and the postwar deflation of prices is 
still under way with no signs of a halt in sight. Im- 
pacts on our domestic price levels have been slowed 
down by Government spending and our huge credit 
expansion; were either to come to a halt, downward 
pressure on our price level would quickly increase. 


To sum up, the world trend is towards deflation 
and this is amply apparent abroad where even cur- 
rency devaluations failed to stimulate prices more 
than temporarily. The reason is that there just isn’t 
enough buying power to absorb increased production. 
In our own country we are countering this trend by 
Government spending and further credit expansion. 
But unless far more drastic measures than so far 
contemplated are resorted to, there is no prospect 
whatever of resumption of domestic inflation in the 
face of deflation elsewhere. Resumption of inflation 
is not only not inevitable but quite improbable. 
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Trends in . 


First Quarter Reports F ee 


By J. C. CLIFFORD 


iy ™ increased flood of corporate reports for the 
first quarter lends support to the broad conclusions 
reached in our preliminary discussion covered in the 
preceding issue of the Magazine. The continued 
marked activity throughout the economy by a sizable 
majority of industrial groups is clearly reflected by 
improved sales and earnings relative to the first quar- 
ter of 1949. Total earnings, despite a decline by some 
divisions, appear to have risen slightly compared with 
a year earlier but, as might be expected, did not equal 
results of the final quarter of 1949. 

According to an appended table compiled by the 
National City Bank of New York, the composite earn- 
ings of 525 companies in a number of different groups 
for the first three months were 1% higher than in 
the similar 1949 span, but 5% below the December 
quarter. Comparisons in the current year, however, 
reflect substantial recovery from the general business 
slump characteristic of early 1949 and may be some- 
what distorted by delayed reports from numerous 
large concerns whose results one way or the other 
would carry considerable weight in their respective 
groups. 

By and large, the building, electrical equipment, 
aircraft, textile, chemical, cement and drug industries 
reveal an encouraging uptrend in earnings, and this 
also applies to the automobile group, though in some- 
what lesser degree due to strikes or the after effects 
of labor troubles. Beverages, railway equipment, 
steel, mining, metal products and machinery made 
less favorable comparisons with last year’s first quar- 
ter, although second quarter reports of these groups 
will likely show substantial improvement. 

As individual company experience varied so much 
within all industrial divisions and the occasioning 
factors are what should count with investors, we will 
discuss a few. This is essential, since quarterly com- 
parisons are frequently misleading when based 
merely on statistical evidence and often fail to re- 
veal problems in process of solution or encouraging 
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aspects of the near term future. 
Where earnings gains have been 
established as a result of improved operating effi- 
ciency or intensified promotional activity, it is espe- 
cially worth while to consider these factors in ap- 
praising the merits of individual company shares. 

The first quarter report of Air Reduction Company 
is interesting in that net earnings of 68 cents per 
share were nominally higher than in the same 1949 
period despite a 6.8% decline in volume. Offhand this 
would seem to indicate improved operating efficiency 
by this important manufacturer of calcium carbide 
and various gases. Unfortunately, though, the man- 
agement was hampered in this respect by the coal 
strike, and operating income declined about 20% in 
the first quarter compared with the year before. 


Special Factors 


A substantial rise in “other income” combined with 
a reduction of about 25% in Federal and foreign 
taxes, on the other hand, fully offset the disadvantage 
of narrowed operating margins, with the result that 
net earnings slightly improved. Looking ahead, the 
management is confident that over the balance of 
1950, sales and earnings will show gains, especially 
as dividends may be resumed later this year by its 
affiliate, U. S. Industrial Chemicals. 

In reporting net earnings of 78 cents a share for 
the first quarter compared with $1.28 a year earlier, 
the management of American Brake Shoe Company 
pointed out that in the final quarter of 1949 per share 
net was only 38 cents a share, thus indicating a more 
recent uptrend. The company is evidently on the way 
to surmounting difficulties experienced last year be- 
cause of coal shortages, the steel strike and curtailed 
railroad operations, although progress in January 
and February was rather slow. In March, incoming 
orders of $9.1 million were higher than in any month 
since December, 1948, and shipments of $8 million 








were the highest for the last eleven months. 

Since the start of 1950, backlog orders have risen 
to $15.8 million from $13.4 million. It is important 
to realize that while the replacement business of this 
concern from railroads is a primary factor, for 
twenty-five years past increased diversification has 
been achieved by production of such items as welding 
rods, air compressors, castings, brake linings, forg- 
ings, etc., for general industrial use. In 1949, ship- 
ments of these products amounted to $42 million or 
46% of total sales, and the management aims to ex- 
paid the percentage. 

Strong demand and consequently heavy production 
enabled General Motors Corporation to report record 
sales and earnings in the first three months of 1950. 
Volume soared to $1.64 billion from $1.28 billion a 
year earlier, the operating margin on the enlarged 
sales widened to a surprising 24.8% and net earn- 
ings of $4.76 per share compared with $3.04 in the 
related 1949 quarter. In consequence of these peak 


operations, it is noteworthy that 436,269 employees, 
a record peacetime number, earned no less than $404 
million, a peak payroll in the company’s long history. 

Farsightedness by the management towards the 
end of 1949 in planning ahead for capacity operations 
in the spring months enabled the company to utilize 
all of its new and improved postwar facilities by early 
March when the coal controversy ended. Operations 
are currently on this basis, though the management 
cautions that they cannot indefinitely remain so. 
Aside from demand factors, the summer operating 
rate will hinge on developments in labor negotiations 
now under way, as the present contract will expire 
May 29. 

Holders of shares in Chrysler Corporation may 
consider themselves fortunate that their company 
reported a deficit of no more than $1.78 million in the 
first three months, considering that in more than 
three-quarters of the period, operations were at a 
complete standstill due to the strike. In the circum- 



















































































































































































Quarterly Net Sales and Earnings of Selected Companies 
Net Sales ($ million) Pre-Tax Margin Net Per Share 

1950 1949 March March 1950 1949 

March Dec. Sept. June March 1950 1949 March Dec. Sept. June March 
Aw Meoucion . $22.0 $20.7 $21.8 $226 $24.1 12.6% 126% $.68 $.47 «$57 $.56 $ .66 
American Brake Shoe... 214. 187 4195 235 4299 °° 743 79 78 38 52. +41.04 ~~ ~«+1.28 
American Cyanamid ............... 72.7 64.7 59.3 55.8 57.7 19.5 10.2 2.78 2.07 1.12 88 1.21 
American Locomotive .......... 28.3 35.3 32.2 38.5 41.0 6.3 N.A. 47 1.00(a) _ ....... S0(a)}) ..... 
Atlantic Refining 113.6 1154 1056 1045 120.8 14.6(b) 12.5(b) 3.09 3.02 2.15 1.62 2.73 
Bigelow-Sanford Carpet .... 22.4 19.1 13.7 14.6 19.2 NLA. 7.6 1.41 2.05 .04 .73 1.28 
Boeing Airplane 60.2 110.2 65.6 55.6 55.1 NLA. N.A. 1.28 2.44 1.03 .08 53 
Bucyrus-Erie _..... 12.7 14.7 13.7 15.8 17.5 20.5 19.3 95 1.18 .67 99 Fee: 
Budd Co. .... . — 2 +2 6 6 UMS 7.6 1.15 1.02 1.10 95 1.04 
Certainieed ....._...... 10.4 12.0 12.0 10.4 9.1 N.A. 14.9 66 81 89 64 50 
Chrysler 190.7 477.0 656.8 549.6 401.2 Def. 7.02 (d).20 3.97 5.11 3.97 2.15 
Doehler-Jarvis 146 141 148 167 193 NA. NA 1.00 1.03 27.151 1.60 
Fruehauf Trailer... 21.7 27.0 19.6 18.9 19.1 10.1 6.7 1.03 2.49 58 52 ‘57 
General Motors .........._ 1642.6 1,242.7 1,580.4 1,595.3 1,282.3 24.8(b) 20.7(b) 4.76 3.44 4.45 3.72 3.04 
Inland Steel... 97.7 60.5 92.5 91.1 101.6 = 15.8 14.8 1.90 24 1.54 1.44 1.89 
International Nickel .......... 47.3 44.9 38.2 44.0 55.6 28.3 34.8 54 <o0 soe oo 84 
Jones & Laughlin Steel 102.5 69.5 97.6 102.0 116.8 8.8 14.2 1.90 saa 1.73 1.90 3.65 
Lone Star Cement.............._13.2 163 185 164 12.6 22.5 20.0 197. +-2.98 2.90 278 1.67 
Mack Truck... 24.5 24.4 18.6 17.7 17.4 NA. Def. —(d).tt (d)t.13 (d).47_ (d).77__(d).34 
Mohawk Carpet Mills... 17.9 14.9 11.2 14.3 16.3 NA. 12:7 1.96 1.42 1.12 1.24 2.18 
National Gypsum 16.3 16.6 14.8 12.8 15.1 N.A. 16.2 92 .78 74 38 67 
National Supply 31. 23.3 30.9 36.1 40.4 4.7 12.5 .47 53 .04 87 2.01 
Parke, Davis & Co... = 23.5 23.7 23.3 19.7 19.8 29.1 23.9 89 .78 .70 44 63 
Phillips Petroleum .. 114.3 120.6 121.3 119.2 125.1 10.9 13.8 1.66 1.96 1.77 1.53 2.10 
Pullman, Inc. .... 30.5 39.3 52.9 67.8 74.5 4.7 4.3 .43 so 44 76 79 
Rayonier, Inc. . ao, Le 13.8 10.1 11.3 13.3 25.2 25.4 2.02 1.56 “38 1.16 1.71 
SSS | ee 11.4 13.2 14.5 13.5 8.9 11.9 9.0 1.68 1.96 2.90 2.81 1.06 
Sharon sie)... 26.8 12.7 20.0 23.1 33.5 10.0 14.3 2.65 (d).35 .20 84 4.71 
“utc 5 Xa Pf 213.6 204.7 192.7 205.2 15.1 14.6 1.64 1.62 1.27 1.20 1.59 
Simonds Saw & Steel.............. 6.8 5.6 4.6 5.4 6.8 N.A. 16.6 1.63 1.14 44 47 1.40 
| ) a i. 41.3 39.8 40.7 41.6 19.0 32.4 4.35 5.09 4.35 4.65 5.96 
Standard Oil of California. 178.0 191.0 180.8 182.3 188.2 19.5 26.9 1.74 2.38 RAT 2.81 2.61 
Se Se aay A 119.7 115.1 124.5 a3.7 N.A. 72 2.94 4.38 2.34 2.77 2.21 
Sylvania Electric Products... 29.3 29.5 23.3 22.5 27.1 NA. N.A. a0 72 18 sig .74 
Thompson Products ............._ 25.2 28.1 26.4 27.8 25.2 10.7 6.3 3.67 3.47 3.85 3.50 2.06 
Tidewater Associated Oil... 84.6 87.9 83.2 89.7 94.5 9.2 N.A. 94 1.12 91 79 1.38 
Union Bag & Paper... 17.1 19.2 17.3 13.0 15.7 223 22.6 1.57 IBA 1.12 PL 1.46 
U. S. Rubber........ oo 4OUs3 121.6 138.2 136.7 PAIRS 5.7 N.A. 1.49 2.94 38 1.12 1.18 
Wheeling Steel ........._— 39.1 22.0 42.5 38.1 40.7 15.1 17.8 2.40 (d)1.46 2.96 2.94 6.24 
= Sg rR TY 14.8 12.3 14.2 15.1 5.8 2.9 92 1.54 28 .20 48 

(b)—Operating margin. (a)—6 months. 
(d)—Deficit. 
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stances, the abnormal conditions make comparisons 
with former quarters pointless. The management 
claims that a long list of potential car buyers and 
dealers have patiently awaited the settlement of the 
strike and that accumulated demand will warrant full 
scale operations henceforth for many months. Dur- 
ing the strike it is said that the management took 
numerous steps to accelerate production on an un- 
precedented scale when possible by all divisions, and 
thus may be operating at a record rate in the near 
term. In the third and most profitable quarter of 
1949, Chrysler earned $5.11 per share, and unless 
the railroad strike is unduly prolonged, the company 
may earn at this rate before long. 


Inland Steel Results 


Although net sales of Inland Steel Company in the 
March quarter amounted to $97.5 million as com- 
pared with $101.6 million in the first three months of 
1949, net income rose by a narrow margin over a 
year earlier to $1.90 per share. The lack of coal in 
the forepart of 1950 cut ingot production in the first 
quarter to an average of 96.6% of rated capacity in 
contrast to 103.3% early last year, but in the month 
of March output was substantially stepped up. The 
management reports a very strong demand for sheet 
steel that has induced many customers to supply the 
company with ingots and semi-finished steel for con- 
version in its mills. Capacity operations seem assured 
well into the third quarter and the outlook for the 
remainder of the year is quite encouraging. 

National Gypsum Company reported its “biggest 
first quarter in history,” with volume of $16.3 million 
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topping the former first quarter peak established last 
year by 8%. As a result of broadened margins on 
increased sales, net earnings advanced to 92 cents a 
share compared with 67 cents the year previous. The 
management takes an optimistic view of the outlook 
for continued high level construction activity, a fac- 
tor that should reflect favorably in sales of the com- 
pany’s products. National (Please turn to page 232) 














































































































Net Income of Leading Corporations for the First Quarter 
(In Thousands of Dollars) a. 
—Reported Net Income After Taxes— Per Cent Change From 
No. of First Qr. Fourth Qr. First Qr. First Qr. Fourth Qr. 
Cos. Industry Groups 1949 1949 1950 1949 1949 
> "Seana Rte $ 37,072 $44511 $41079 +16 &#£2x£—8 
USL NEEL 03 se ten PN DRE ea DCSE ree ee Or er DP a ea 19,946 29,098 15,277 —23 —47 
a Vcmrcieeese rel enGN i BN hs Sey lh leg) 21,697 27,313 21,690 —..... —2! 
33 Textiles and Apparel cece ROME Tee, eee 32,290 44,061 42,128 +30 — 4 
Ai “Polpreanedoer MOduets. on 17,856 23,059 20,934 +17 —9 
36 Chemicals, Paints, ete. ccccccccccseesnene 103,800 144,231 127,780 +23 —I! 
11 Drugs, Soap, Cosmetics....... 20,198 23,828 30,909 +53 +30 
RE SBetecstmuriny eet ol ee an are 253,699 264,057 217,919 —I4 —I7 
21 Cement, Glass and Stone... 29,911 37,313 37,077 +24 — | 
36 lron and Steel 182,597 83,988 162,368 —!/! +93 
16 Building, Heating, Plumbing estgemn. 7,717 18,867 10,772 +40 43 
22 Electrical Equipment, Radio and Television. eccccncnenncneenennennnenn 45,832 89,630 63,490 +39 —29 
37. Machinery 25,150 21,470 22,817 — 9 + 6 
7 Office Equipment 11,501 13,968 12,575 +9 —l0 | 
36 Automobiles and Parts 42,482 40,468 45,037 + 6 el 
7 Railway Equipment 9,238 3,740 4,416 —52 +18 
10 Aircraft and Parts. 6,628 16,682 10,914 +65 —35 
55 Other Metal Products 55,317 40,692 44,052 —20 -- a 
29 Miscellaneous Manufacturing 15,242 16,088 15,265 +. — 5 
446 Total ‘Manufacturing 938,173 983,064 946,499 + | —4 
36 Mining and Quarrying* 31,536 32,242 28,343 —10 —12 
25 Trade (Retail and Wholesale) 8,408 18,318 8,300 — | —55 
18 Service Industries 9,630 11,591 10,058 + 4 —13 
525 Total $987,797 $1,045,215 $993,200 Si sae —5 
*Before depletion charges in some cases. 
Source: National City Bank of New York. 
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"hn in Washington of raising the corporate 
income tax rate, or even reviving the excess profits 
tax, in order to find offsetting revenues for the excise 
tax cuts currently being formulated illustrates anew 
the country’s fiscal dilemma and its dependence on a 
sound Federal budget. 

Congressional sentiment right along has been hot 
for lowering the excises though until a short while 
ago quite cool towards plans for balancing this with 
tax increases elsewhere. But now it seems to veer 
decidedly towards the idea of putting new tax burdens 
on corporate business. There has been hope that Fed- 
eral spending could be cut sufficiently to offset the loss 
of excise tax revenue. This hope, however, has been 
growing dim as Congress with one hand has been 
hacking away, in desultory fashion, at some budget 
items, and passed new and costly spending programs 
with the other. 

Now the wind definitely blows against the corpora- 
tions for fiscal and political reasons. The deep excise 
cuts voted by the House Committee increase the like- 
lihood of some boost in the corporate income tax, since 
Congress is working in the face of a threatened presi- 
dential veto of any tax bill that does not raise as much 
in new revenue as it loses in excise cuts. Moreover, 
placing new imposts on corporate profits is probably 
easiest, from a political standpoint. The question is 
will it be the best and soundest way? Will it be the 
lesser of two evils? 
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It is quite under- 
standable that 
sentiment exists for 
lowering high excise 
tax rates imposed in 
war time. Some 
would even do en- 
tirely away with 
them, contending 
that the resultant 
gross loss of $2.3 bil- 
lion in tax yield 
would mean a net 
revenue loss of only 
$1.5 billion or less. 
Such a drastic step is 
of course not in the 
picture at this time; 
still the House Com- 
mittee went far be- 
yond the President’s 
recommendations in 
cutting manufactur- 
ers’ excises, retail 
excises and other 
taxes such as those 
on theatre admis- 
sions. In these fields, 
where the President 
had asked for cuts 
totalling only $190 
million, the commit- 
tee approved change 
whichwouldecost 
$610 million, and to- 
tal tax cuts tenta- 
tively approved are 
estimated at $1,046 
million. 

This action re- 
flects the enormous 
pressure exerted by numerous business groups con- 
cerned. With manufacturers and distributors meeting 
growing resistance in the sale of many products, the 
call for relief from these sales taxes has become loud 
and insistent, including on the political front where 
there is also concern about unemployment. Moreover, 
in an election year, Congress is particularly inclined to 
reduce taxes on consumers—always a popular gesture. 


Strong Case for Lowering Excises 


A strong case for it can be made from a purely eco- 
nomic viewpoint. Lowering or removing excises would 
doubtless boost sales in the areas affected, raise em- 
ployment and generally produce more business, profits 
and taxes. Possibly the resultant benefits are ap- 
praised somewhat too optimistically by ardent advo- 
cates of excise tax repeal but there is no denying that 
distinct advantages will doubtless accrue in all these 
directions. 

But the entire tax bill is in a precarious position un- 
less offsetting revenue is found; Congress finds it a 
troublesome and unpalatable task but finally is buck- 
ling down to it. There is every indication that the sug- 
gested reimposition of an excess profits tax, even on a 
moderate scale, has no chance. One suspects that the 
proposal was merely part of Administration strategy 
to smooth the way for a boost in the regular income 
tax rate, with a rise from 38% to 40% most fre- 
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quently mentioned in current proposals. 

It can be argued that this would be a minor hike, 
and not much to worry about. But businessmen recall 
how the corporate income tax rate has moved up by 
small stages, over the years, accompanied by a con- 
stant attack on profits, and they don’t like the idea of 
continuing this game. They consider it a bad prece- 
dent to make another increase in the tax rate the 
price that must be paid for reductions in other taxes 
that prove too burdensome. Above all, they think that 
the present rate is too high already. 


Could Act as a Boomerang 


It is not at all difficult to show that raising cor- 
porate taxes still more can be the worst of all possible 
remedies, for it would certainly mean a further drift 
towards undermining the incentives for business ex- 
pansion. And what’s needed is more, not less incentive 
to foster the further economic growth so necessary to 
keep the nation prosperous and provide maximum 
employment. 

High levels of production and employment are the 
surest sources of tax revenue. This is one of the basic 
arguments in favor of lower excises, but it is an even 
stronger argument against tax moves that are apt to 
undermine business incentives. We cannot expect 
business to expand if taxes on profits are increased 
while the risk of loss is enhanced through labor and 
welfare policies which tend to raise break-even points. 
It simply doesn’t make sense. We cannot raise busi- 
ness taxes without shaking business confidence. 

It would not only strike at corporate saving and 
corporate investment, the lifeblood of expansion and 
technological progress. It would also help activate the 
inflation trends lurking underneath our economic 
structure. Since taxes are a part of business costs, 
higher taxes would be incorporated in the price struc- 
ture, tending to raise prices at a time when there is a 
crying need for lower prices. And where, for competi- 
tive reasons, higher taxes must be absorbed, they will 
tend to reduce earnings and may ultimately affect 
dividends. 


Business Taxes Already Too High 


Few people deny that a prosperous economy requires 
reasonable, not excessive business taxes, and business 
taxes are already too high for an economy that must 
expand in order to remain sound. The latter need is 
of the greatest significance. There are those who may 
counter that business is prosperous even though taxes 
are high and business incentives have already been 
weakened considerably. But any such argument 
ignores the fact that our present prosperity is largely 
the outgrowth of the deferred demand boom. Such 
demand is now close to satisfaction and before long, 
industry will require all possible incentive, including 
tax incentives, to maintain expansion at anything like 
the rate of the past few years. If it fails to go on ex- 
panding, not only our economic but our fiscal problems 
will quickly balloon to serious proportions, spelling 
mass unemployment and vastly bigger Federal defi- 
_ It’s something that we simply cannot afford to 
risk, 

It is to be hoped that Congress will go deeply into 
the ramifications of the problem before choosing the 
“easy” way out, which in the end will hardly prove 
easy at all. Were the raising of business taxes to be- 
come a pattern, there would be no telling where it 
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would lead to. There would certainly be ground for 
fears that it might be followed by further efforts to 
levy new taxes on business profits as a means of re- 
ducing other taxes which are politically more trouble- 
some than a tax on corporations. Plans for additional 
excise tax slashes continue to take shape and will 
continue to be a must imposed by eager pressure 
groups. The same may eventually be true of other 
taxes. If, for the sake of political expediency, such 
efforts succeed, resort to further hikes in business 
taxes would be a logical expectation. It is a potential 
danger that is far from purely academic. 

Were Congress to choose the lesser evil, it would 
continue existing excise taxes rather than raise the 
tax on corporate profits. Economically it would be less 
dangerous; from a fiscal standpoint it would be 
sounder. After all, most retail excises affect spending 
on unessentials, though the same cannot always be 
said for manufacturers’ excises. But compared with 
the dangers inherent in higher profits taxes, excises 
— even if continued — are fairly innocuous from a 
broad economic viewpoint though it’s naturally a dif- 
ferent story when it comes to their impact on indi- 
vidual industries affected. It would be a case of dis- 
criminating against the latter in the interest of the 
entire economy. 


Government Economy — The Better Way 


However, there is no need for such a choice. There 
is a better way out — budget economies. True, the 
Federal Government has heavy commitments such as 
for national defense and assistance to our allies in the 
cold war. Little if anything can be done to reduce 
them. But in the field of non-military expenditures, 
in the realm of purely domestic Government function, 
an awful lot of water (Please turn to page 225) 
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Washin gton 


By E. 


REGARDLESS of explanations and alibis which are 
being put forth in a virtual cascade of words from 
the headquarters of labor’s political arms, the defeat 
of Senator Claude Pepper for another term in the up- 





WASHINGTON SEES: 


John L. Lewis, bellwether of politico-labor rela- 
tions technique is showing the way to organized 
labor to take advantage of election year offerings, 
to reap the advantages which come with side- 
stepping normal collective bargaining by forming 
an alliance with campaign-conscious federal 
agencies. 


Refusal of the White House to proceed against 
the United Mine Workers was a transparent bid 
to unite the broken ties between the powerful labor 
leader and the Administration. It succeeded. Lewis 
is back in the democratic fold, ready with all the 
sinews of political warfare, including funds, to fight 
the battle of the party in power. 


From the standpoint of strike avoidance or post- 
ponement, Lewis step may have beneficial ef- 
fects. For a certainty, the telephone installation 
men didn't carry their strike threat to the extremes 
reached without assurance from above (in this case 
the parent union, Communications ‘Workers of 
America), that the action would be supported. But 
CWA chiefs withdrew their approvals at the 11th 
hour and tHey, like Lewis, will rely upon govern- 
ment ultimately to “straighten things out.” 


United Automobile Workers left the area of col- 
lective bargaining and turned to federal media- 
tion when all the advantages of the former course 
had been reaped; the railroad workers have done 
the same thing. Obvious is the fact that the union 
men are playing off campaign indorsements (which 
have gone almost universally to democrats) 
against the expected benefits of federally-super- 
vised arbitration. From their standpoint it’s a fruit- 
ful approach. It has seldom failed in the past. 
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LABOR TECHNIQUE IN ELECTION YEAR 


K. T. 


per house of congress, must be chalked up as a crush- 
ing blow and a rejection of the highly vaunted claim 
of political strength in the hands of organized labor. 
The CIO in particular went to bat for Pepper, and 
his youthful opponent, Rep. George Smathers, met 
the issue head-on and without any attempt to win 
over that support. Labor leaders feel the reversal 
keenly, not alone because the Florida cause was lost; 
more so because of the effect on morale and financing. 


GLOOM was deepened by the Ohio victory of Joseph 
T. Ferguson to oppose Robert A. Taft for United 
States Senator. Ferguson had been picked by almost 
all seasoned forecasters but the unions held to the 
hope to the very last that Mayor Michael V. Disalle of 
Toledo, might come through to be the democratic 
nominee. Labor considered Disalle had an outside 
chance to win, if nominated; generally regards Fer- 
guson a sure loser. But regardless of the election day 
outcome, there was prestige for the labor groups if 
they could get Disalle on the ticket, since the final test 
is months away. The defeat was a major one. 


BRIGHT spot in the primaries, from the standpoint of 
the democratic party was the return to “loyalist’’ con- 
trol in Alabama. The Dixiecrats lost the power to re- 
move the state’s electoral vote from the democratic 
ticket, as they effectively did in 1948 by eliminating 
Mr. Truman’s electors from the ballot. It was the equi- 
valent of insurance of Alabama’s appearance in the 
democratic list, the delivery of a state far in advance 
of the election. But the margin was small and can- 
not be entered as acceptance of the Administration’s 
position on FEPC and related questions. It did noth- 
ing to strengthen “labor government.” 


REGARDLESS of reverses in the primaries, organized 
labor is well financed to make an election fight. The 
most recent official figures, gleaned from a congres- 
sional committee study, shows the annual income of 
CIO at 100 million dollars, that of AFL at close to 
that figure, and the United Mine Workers taking in 
50 million dollars a year in dues alone. Much of this 
money backs the political aspirations of 15 million 
union members, but there also are the separate funds 
raised by the political action committees. 
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Earlier predictions that congress would wind 
up cutting a swath through wartime-imposed excise taxes 
and making up for the loss by piling new taxes upon 
corporate industry, now seem certain to be borne out. 
The principle, of course, is that there are fewer 
taxpayers in the corporate group than in the general body 
of the public, therefore however vigorous the protest 
may be, it will not be widespread. And that is a type 
of peace the lawmakers seek in an election year. 























The pretense that slashes in excises can be 
offset by "plugging tax loopholes" no longer seems 
seriously advanced. What probably will happen is this: 
when the solons get through knocking off the special 
taxes on commodities and services, they will total the 
results of their action, then determine the percentage 
figure by which corporations must be additionally taxed 
to square the account. It's that or even greater 
deficit financing than already is assured. And, again, it's an election year and 
supreme effort will be made to hold the line against bigger budget deficits -- no 
matter how much business has to pay. 





























Also working against any improvement in the federal fiscal position was 
house action to add 279 million dollars to the VA hospital program. Against un 
questioned proof that there is no need for additional beds for veterans with 
service connected disability, the house members went on record for providing 16,000 
additional beds. Charges of demagogy, pure politics, and spreading the system 
of socialized medicine didn't have any effect on a majority of members, with 
republicans and democrats vieing with one another to build up the cost. 



































Actually, here is the picture: 4,000 beds in veterans hospitals aren't 
occupied today because staffs cannot be recruited to give the required professional 
service; if 16,000 more beds are added, the situation will be greatly aggravated. 
Also, the 279 million dollars represents only the initial cost. It doesn't provide 
for personnel recruited, presumably, by the attraction of substantially higher 
pay than now offered. And that would be a continuing cost against government. 


























With the Kerr natural gas bill knocked out by a Presidential veto which 
wasn't challenged on Capitol Hill, the congressional grist for April reduces to a 
handful of measures, none of them basic. Congress passed and Mr. Truman approved 
the middle-income housing bill, terminal leave pay extension, legislation to 
improve the economic position of the Navajo and Hope tribes of Indians, and 
decorations for the United States fliers who lost their lives in the Baltic. 
That covers all completed actions. 
































Nearing completion was another batch of bills which could be expected to 
clear the White House without difficulty. Both houses had passed, in most 
instances conferees had reported on, measures to tax life insurance companies, 
overcome the Supreme Court decision in the basing point case, the science founda- 
tion and the DP liberalization act, a flood control bill, and a revised code for 
military trials. 














The omnibus appropriation bill and the foreign aid program held the 
center of the stage as May moved on, but fights were brewing on many other items. 
In the latter category was the veterans hospital expansion act, guarantees for 
American investments abroad, the tidelands oil bill, potato marketing quota, and 
reorganization bills affecting the labor and treasury departments and the National 
Labor Relations Board. 














There's another boost in the cost of railroad operation coming along 
eventually, but it isn't likely to happen at this session of congress. General 
agreement has been reached to postpone until next year, action on a sheaf of bills 
to amend the Railroad Retirement Act to increase old age and survivors insurance 
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benefits. The payments already are higher than those under the general Social 
Security Act, and the strategy is to wait until the spread has been narrowed by 
pending legislation regarded certain of enactment. The railroaders were successful 
in getting improved benefits only two years ago, another factor counting in the 
postponement. 

















Investigation of the unemployment situation and outlook will begin shortly 
under the sponsorship of Rep. John F. Kennedy, liberal Bay State congressman who 
is the son of former Ambassador Joseph P. Kennedy. The youthful congressman will 
pose two questions: 1. What are employers doing to relieve the problem in com- 
munities where unemployment is high? 2. Why so much unemployment at a time when 
business and industry are reporting high earnings? With a possible 5 million 
jobless list this summer -- the highest since the pre-war days -- Kennedy appears 
to be placing the onus upon employers to explain, or solve the problem. 












































Political headquarters of the labor unions profess to hope that GOP 
Chairman Guy G. Gabrielson sticks to his assertion that the 1950 campaign issue is 
liberty vs. socialism, accenting the flow of money from Washington into so many 
channels including farmers, home buyers, veterans, and small business. They think 
they have proof that Gabrielson's blowing hot and cold on his major premise. 
Back in 1945, say the unioneers, RFC lent 18 million dollars to Carthage 
Hydrocol, Inc., to launch it in business. And the company that accepted this federal 
assistance, the unions will point out, is headed by Gabrielson. 



































When is a lobby not a lobby? That is one of the questions which the 
Buchanan investigating committee is trying to answer and some help has been given 
by Calvin K. Snyder, secretary of the Realtors" Washington Committee -- generally 
described as the "real estate lobby" and certainly the most powerful, active and 
effective in its field. The tag is so firmly affixed that Rep. Frank Buchanan, 
after announcing only that the "real estate lobby" would be heard, promptly sent a 
call to the Realtors' Washington Committee to appear. 

















Snyder may have been handling the term loosely, but he insisted there is 
no such lobby. And he went on to explain why there is no "real estate lobby." 
The term, he said, has been applied to a number of organizations having some common 
interest in housing or construction; there is no organized combination of such 
groups, no officers, no dues, no common treasury, and no unified direction, and 
these organizations can, and do, differ among themselves on particular issues. 
Not a bad definition to file away for possible future reference! 














Financing of housing took the center of the legislative stage while the 
lobby committee was active in its own area. By congressional ukase, FHA insured 
mortgages dropped interest rate to 4% per cent. setting off speculation as to 
whether this will help or hurt the drive to house the nation. This was a reduction 
of one-quarter of one per cent. The Federal Reserve Board took the affirmative 
side on the question of home building promotion to result from the changed interest 
rate. Contrary view was held by some Washington economists who professed to see 


FHA mortgages not as appealing to investors as in the past. 

















precedes and spirited speculation follows change in federal fiscal policy, there 
is relatively little involved. Borrowers still will pay one-half of one per cent 
as mortgage insurance premium, making the FHA total rate 4% per cent. To the 
home buyer under mortgages insured after April 24, there will be an annual 
reduction in interest payment of 25 cents for each $100 of the mortgage, $12.50 
on a $5,000 mortgage. 

Legislation to create a commission to study relations between the 
federal and the state governments, with particular reference to areas of taxation 
is rising to the top of the congressional calendar. Its sponsors, who include 
42 members of the senate, have in mind strengthening the state and local taxing 
systems, abandoning some federal taxes. That, in turn, would place on the 
localities the responsibility of financing enterprises into which federal money 
now flows. The White House may enter objection, kill the proposition. 
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By V. L. HOROTH 


g n addition to all its other troubles, the 
Western World is faced this year—which inciden- 
tally is the ‘Year of the Tiger’ in Oriental astrology 
— with a deepening political and economic crisis in 
Japan. This crisis has been brewing for some time, 
and it is being complicated by many developments. 

In the first place, the Japanese are becoming po- 
litically restless. Like the Germans, they are awaken- 
ing from the stupor of defeat, and are demanding 
more of a say about their own problems. Economi- 
cally, the country has emerged from a period of 
postwar reconstruction into a more normal peace- 
time economy. This, too, has created a lot of new 
problems. 

Meanwhile the collapse of Nationalist China, and 
the changing pattern of international trade result- 
ing from the cold war and the breaking of trade ties 
between the East and the West are raising many 
difficulties for Japan, whose prosperity depends upon 
her ability to trade. And while the West is consider- 
ing the defense of Japan, and the bolstering of the 
highly vulnerable Japanese economy, the American 
taxpayer is clamoring to be relieved of the expense 
of Japanese occupation. 

As the reader can see, the whole problem of Japan 
—and of the American policy toward Japan—is a 
pretty involved affair, a dilemma more difficult of 
solution than is generally realized. The time has 
definitely come for a peace treaty with Tokyo. The 
Japanese people themselves, should work out some 
of their problems. 

Despite the fact that the occupation authorities 
have done an excellent job, as a whole, of bolstering 
and modernizing the Japanese state, its latest well- 
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intentioned efforts to arrest inflation and 
to transform the country into a free mar- 
ket economy are earning us very little 
thanks. The workers and more recently 
even small businessmen and industrial- 
ists are turning against us. No matter 
how well-meaning, any occupation is 
bound in time to lose its usefulness. 
These are the words of General Mac- 
Arthur himself: ‘Too long an occupation 
could be not only self-defeating, but 
downright demoralizing for both the oc- 
cupied and the occupiers.” 

Last September, at the time of the 
fourth anniversary of the surrender, Gen- 
eral Mac Arthur admitted that Japan merited, by 
her behaviour, an early restoration of her national 
sovereignty. The question is, however, what sover- 
eignty and Japanese politicians might do to that 
delicate plant—Japanese democracy. 


Japanese Getting Restive 


The Japanese, judged by the constant discussions, 
private and in the press, ardently desire the restora- 
tion of normal peacetime relations. There seems to 
be a general belief that they could get easier peace 
terms while the cold war is on, and that we shall 
continue to subsidize them in one form or another 
even after a peace treaty is signed. 

In recent months, the ardent desire for the res- 
toration of national sovereignty may have had a lot 
to do with the demand for the modification of the 
present deflationary measures of the SCAP. Last 
but not least, the Japanese have been showing a 
growing apprehension about their part in the cold 
war. They have no desire to become a battlefield, 
and they are protesting against the cutting of all 
trade ties with the communist countries on the main- 
land of Asia. 

The Western World would have undoubtedly con- 
cluded a peace treaty with Tokyo long ago, if it had 
not been for the cold war. But under existing cir- 
cumstances, it is doubtful that Moscow and Peking 
would also sign, unless, as “quid pro quo,” the Chi- 
nese communists get recognition and a permanent 
seat on the U.N. Council. As has been repeatedly 
pointed out, a peace pact that would leave China and 
Russia still officially at war with Japan would de- 
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mand either (1) the rearmament of Japan—which 
at present is incapable of self-defense or (2) an 
even stronger occupation force in Japan in order to 
assure her safety. 

But even with Japan safe from outside aggression, 
what about the danger from the inside, from the 
local communists? That danger may be slight now. 
But will it always be so? 


Long Range Outlook Uncertain 


The long range outlook is none too assuring. The 
pressure for jobs continues to be terrific. In the early 
1930’s, when the world depression reduced her trade 
prospects and Japan decided to seek a way out in 
war and conquest, the population was 67 million. By 
1944, the population had increased to 72 million and 
since then, owing largely to the repatriation of the 
millions of Japanese from the former Empire coun- 
tries, the population of the crowded islands rose to 
82 million in 1949. In 20 years, the population ex- 
perts estimate, there will be 100 million mouths to 
feed—and no Empire to exploit. 

What should be done about Japan? During the 
past four years the relief and rehabilitation of the 
country, chiefly in the way of foodstuffs and raw 
materials, has cost the American taxpayer about 
$500 million a year. A sudden cutting off of this 
subsidy would be disastrous, and would almost cer- 
tainly invite communism. There must be a way out, 
but Japan as well as the rest of the Free World must 
do its share in working out a solution. 

What has been accomplished up to now? Con- 
sidering all the handicaps, the sparse resources, the 
big population, the war devastation, the experimen- 
tations with social and economic reforms, and the 
reconversion to peacetime production, the occupa- 
tion authorities and the Japanese people have per- 
formed a near-miracle. The country’s industrial 
production, down to about 15 per cent of prewar 
after the surrender, has doubled and redoubled. By 
the middle of last year, it had recovered to nearly 
60 per cent of prewar (see the accompanying table). 


Some. activities, such as food processing, the ma- 
chinery industry, and electric power generation, are 
actually considerably above prewar. Others such as 
the textile industry, the chemical industry, and the 
iron and steel industry are lagging far behind. How- 
ever, since the latter half of 1949, the industrial 
expansion has slowed down markedly. 

A similar trend has been shown in Japan’s trade. 
There was a steady recovery of exports from about 
$100 million in 1946 to an annual rate approaching 
the $600 million level—or nearly one-third of the 
prewar volume—by the middle of 1949. In recent 
months, some 40 per cent of the exports consisted of 
cotton textiles made from raw cotton supplied 
largely by the occupation authorities. Silk exports, 
once a big item, accounted for less than 10 per cent 
of total exports, but the shipments of machinery and 
metal equipment gained in importance. However, 
like industrial production, exports ceased to main- 
tain their former growth since mid-summer of 1949. 


The ‘‘Dodge Line’’ 


If one were to ask a Japanese businessman or 
industrialist, the blame for the halt in the recov- 
ery would unquestionably be put on the so-called 
“Dodge Line,” a number of drastic measures and re- 
forms proposed to the occupation authorities by 
Mr. Joseph Dodge, Detroit banker and former finan- 
cial advisor of the American Military Government 
in Germany. The purpose of these reforms and 
measures, which began to be enforced just about 
one year ago, was to get Japan’s economy on its 
feet by 1951, when the American taxpayer is sup- 
posed to be relieved of supporting it. This was to be 
accomplished by arresting inflation and by freeing 
the economy of bureaucratic controls built up during 
the past 20 years so that Japan could compete suc- 
cessfully in international markets. 

The irony of it all is that we have been forcing 
Japan to do the very opposite of what we are doing 
at home. Mr. Dodge has insisted upon a balanced 
budget, the repayment of a small percentage of the 












































Japan: Economic and Financial Statistics 
Petes Aerio Ne FA Cotton Cloth —Wholesale Prices— a 
Output Free Market 
Steel Output (Mo.av. Stock Prices Foreign Trade Official Cons. Goods Money Supply 
Industrial (Mo.av. 000,000 Aug. "46 Exports Imports Prices Aug. '46 Currency Deposits 
Production O00tons) sq. yds.) = 100 (000,000 U. S. $) 37>) =100 (billions of yen) 
1937: ... sek) DD 483 336 ee 906 1,091 1.0 Z3 4.2 
| ne 117 570 93 arava penne uae 1.4 6.0 11.4 
ee 23 47 17 oe 103 305 13 : 93.4 77.4 
ne 28 78 46 100 174 526 37 558 219.1 143.7 
1948 eek See 143 64 210 259 683 99 769 356.8 330.7 
1949 ; 
eck... 4 236 63 368 480(a)  -910(a) «148 791 314.3 338.2 
June ............ cn 235 69 413 568(a) 1,110(a) 156 801 302.9 355.8 
September ... 57 264 69 470 '488(a) 910(a) —-162 733 300.5 419.2 
December ....... 59 332 83 310 511(b) 911 (b) 164 651 357.9 433.5 
1950 
January ... . _ 56 328 85 263 450(a) 700(a) 172 ae 323.0 ee 
February ... =a or 317 97 289 os aan 171 oe 314.5 ee 
(a)—Quarterly, at annual rates. (b)—Actual annual figure. 
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Prewar and Postwar Distribution of Japanese Trade 


(In per cent) 
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| (a)—Includes prewar trade with Korea and Formosa. 








as EXPORTS ee eee 
Gist eas ; 1936-38 (a) 1947 1948 a __ 1947 1936-38(a) 1947 1948 1949 
COMMUNIST WORLD 
Manchuria, Kwantang : 23%, 6% Zz, 2%, 9% 1% 4% 2% | 
China .......... e 8 6 
North Korea and Others... sae 10 I I | 10 
Oran ee ed i 7 3 3 25 | a 2 
FREE COUNTRIES OF ASIA 
Indonesia and Malaya... : : 5 16 24 8 6 | 3 
South Korea, Formosa......... 15 12 7 15 | 3 
| India and Pakistan.............. 7 5 4 14 8 2 4 2 
| Cet ASG 7 18 15 5 | I 
| Total .......... 34 5! 50 22 32 5 T 2 
| OTHER FREE COUNTRIES 
| United States 14 i 25 16 25 91 65 65 
| Great Britain sais 4 12 6 9 2 2 I 
| Rest of Europe 3 1 6 7 | 2 
| All Others 4 8 10 9 17 
otal... 25 - 42 47 / 25 43 94 85 65 | 
 inwel Figures (million $s) $1,204 $174 $259 | $522 _ $1,158 $526 $682 $902 
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national debt every year, the reduction of Govern- 
ment employees, and even the lowering or removal 
of tariffs where foodstuff imports are concerned. 
The banks were instructed to restrict their loans, 
which in the past provided working capital for en- 
terprises. Domestic buying and consumption was to 
be drastically curtailed in order to release goods for 
export. 

There is no need of saying that these measures 
have worked a hardship on Japan’s economy and 
people. Thousands of small and medium-sized busi- 
ness enterprises have been forced to the wall either 
by the inability to borrow from banks—or by the 
inability to survive in an unsubsidized world. With 
unemployment on the increase, new social problems 
have to be faced. The politicians, of course, blame 
the U. S. occupation authorities. The farmers are 
protesting that the importation of free wheat is 
ruining them, and even the bankers, fearing ‘“man- 
aged depression,” are pleading for the relaxation of 
the “Dodge Line.” The chief criticism is that the 
“Dodge Line” is attempting too much in too short a 
time, and that it is failing to stimulate production. 
The economy is unable to absorb laid-off workers 
fast enough. 


Inflation Has Been Arrested 


On the other hand, there have been some com- 
mendable results achieved. The inflation has been 
definitely arrested. As will be seen from the accom- 
panying table, the free market prices of consumer 
goods have declined at least 30 per cent during the 
past year. In some lines the readjustment to a free 
market economy has been so successful that exports 
could be expanded. And the people are beginning to 
save again. 

The exposure of the Japanese economy to the 
hazards of free trade has not been the only factor 
holding back the recovery of their foreign trade. 
Japanese goods, which still have to be paid for in 
dollars in most of the markets, have been running 
into stiffer competition as a result of the devalua- 
tion of the pound sterling and some 40 other cur- 
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rencies last fall. The drastic curb on imports im- 
posed by India and the Philippines has been another 
blow. As compared with Germany, which is sur- 
rounded by countries which have more or less fully 
recovered from the war, Japan has been suffering 
from the slow comeback of her Asiatic customers. 

From time to time, Japan continues to be stirred 
by agitation for the devaluation of the yen—there 
are now Officially 360 yen to the dollar. The occupa- 
tion authorities have been holding out against any 
change, probably in the belief that devaluation 
would upset internal stabilization. They hold that 
the present hardships are only temporary, and that 
a successful transition from a highly controlled, in- 
flexible economy into a flexible, free market economy 
will bring its own rewards. 

The collapse of Nationalist China has been only 
a minor blow, since only about 3 per cent of the post- 
war trade with Japan has been with the communist 
countries of Asia. However, the effect of the cutting 
off of commercial ties between the Eastern and the 
Western World will be felt in the future, when 
Japan will have to expand her trade. To have at 
least the same standard of living as she had in the 
early Thirties, Japan must import—since there are 
almost 20 million more mouths to feed—at least 50 
per cent more than she did at that time. That means 
that she will have to import nearly $2 billion worth 
of goods. She is importing goods currently at an 
annual rate of about $850 million, and nearly half 
of these imports are paid for by the American tax- 
payer. To pay for all of them and to close “‘the dollar 
gap,” Japan must expand her exports about 314 
times the present level. 

Can all this trade expansion be accomplished with 
the access to China, Manchuria, and Northern Korea 
shut off? As will be seen from the second table, 
Japan obtained from this area nearly 25 per cent 
of her pre-war imports, which, and this fs impor- 
tant, were paid for in yen. These imports, consisting 
largely of foodstuffs (soya beans), coal, fertilizers, 
and raw materials as iron ore, metals, wood pulp and 
timber, were processed into finished goods and ex- 
ported for hard currency. (Please turn to page 231) 
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ating economies. Full 
completion of these un- 
dertakings could more 
sharply outline their 
progress towards well 
controlled costs. 

On the appended sta- 
tistical table, we show a 
partial list of concerns 
that established excep- 
tional operating records 
last year along the lines 
of our discussion. We 
show their sales, earn- 
ings and operating mar- 
gins for the past two 
years, as well as data re- 
lating to dividends, share 
prices and yields. Our 
readers may note with 
interest what a_ broad 
range of industries our 
selections represent. 

Let’s examine the 
basic causes accountable 
for the good record es- 
tablished by a few com- 
panies on our list, since 
in many cases consider- 
able variation is evident. 











Sun Chemical Corpora- 
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By GEORGE W. MATHIS 





Al mong the substantial number of concerns 
that reported higher earnings in 1949 than in the 
previous year, increased sales as a rule accounted 
for the gains. However, there was also quite a num- 
ber that achieved larger earnings despite a down- 
trend in volume. Where such a circumstance clearly 
reflected managerial efficiency or benefits derived 
from modernization programs, it was of incisive in- 
terest to investors for its future portent. This ex- 
cludes of course non-recurrent factors, bookkeeping 
adjustments or other influences aside from operat- 
ing efficiency. 

In the current period of intensified competition, 
it is highly important for investors to place weight 
on evidence that reveals economies derived from 
increased plant capacity, improved factory layout 
and operating methods, or from the installation of 
cost-saving equipment. Combined with good inven- 
tory controls, these improvements should force 
break-even points down even as volume recedes, or 
tend to widen margins measurably if sales head 
upward. In other words, the stability of earnings so 
earnestly sought by investors, as well as potentials 
for more liberal dividends over the long term, may 
hinge importantly on corporate operating efficiency 
rather than on fluctuations in annual volume. It is 
also well to consider that some of the concerns 
which qualify in this category may have only begun 
to reap the fruits of their postwar improvement 
programs and intensified efforts to promote oper- 


202 


year, sales of $35.4 mil- 
lion comparing with 
$35.6 million in 1948. 
Net earnings of $1.18 
per share, though, com- 
pared with 70 cents the 
previous year, and came close to matching the cor- 
poration’s peak record. Plant consolidation and mod- 
ernization plus some additions to facilities appar- 
ently were responsible for the improved earnings 
rate. 

In 1949 Sun Chemical sold some of its less profit- 
able facilities, moved several others to established 
plants in other localities, while enlarging and mod- 
ernizing a few more to increase capacity and lower 
operating costs. The proven success of these steps 
has led to plans for further consolidation and plant 
improvements, and in view of results achieved in 
1949, the directors paid a dividend of 15 cents a 
share on April 1 compared with quarterly payments 
of 10 cents last year. 


Colgate-Palmolive-Peet 


Although domestic sales of Colgate-Palmolive- 
Peet Company in 1949 declined to $203.9 million 
from $220.3 million in 1948, per share earnings ad- 
vanced to $5.33 compared with $3.56 a year earlier. 
Viewed from another angle, the operating margin 
of 7.1% last year contrasted with 3.9% the year 
before. While to some extent the improvement re- 
flects benefits from outlays of about $25 million in 
postwar to expand and modernize facilities, the 
major factor was highly efficient inventory controls 
in a year of greatly fluctuating prices for fats and 
oils as well as for finished soaps. 
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Last year’s reduction in product prices was less 
rapid than that of raw materials, tending to widen 
margins accordingly, although at the year-end con- 
siderable inventory losses had to be shouldered. A 
far-sighted management, however, had established 
inventory reserves of $7.2 million back in 1946 and 
1947, which to the extent of $4.25 million had ab- 
sorbed much heavier inventory losses in 1948. Due 
to improverd earnings last year, it was found un- 
necessary to apply the remaining reserve balance of 
$3 million as a credit to income and the amount 
was transferred to surplus. The experience over a 
period of several years thus attests strongly to ex- 
cellent management. 

Improved manufacturing efficiency and lower 
materials costs combined to lift the 1949 earnings 
of Corn Products Refining Company although net 
sales declined to $145.3 million from $171.8 million 
a year earlier. The company reported net earnings 
of $4.87 per share in 1949, up more than 10%. Last 
year was the first one in postwar marked by a 
greater degree of stability in the company’s opera- 
tions, partly induced by ample supplies of corn and 
milo but more significantly the result of extensive 
plant modernization and improved manufacturing 
techniques, not to mention effective pricing policies 
under heavy competition. Price reduction largely 
accounted for the lower dollar sales, since last year’s 
physical output in domestic plants was only about 
214% below 1948. In the circumstance, a rise in 
operating margins last year to 13.9% from 8% 
attests to excellent management. 


Owens-Illinois Glass Company measurably im- 
proved its earnings although 1949 sales were 
slightly less than the year before. Net per share of 
$5.38 showed a sharp advance over $3.38 reported 
in 1948. The management attributes the encourag- 
ing rise in earnings to lowered costs due to better 
manufacturing efficiency, more effective cost con- 
trols and the favorable effects of large scale capital 
improvements made in recent years. Additionally, 
substantial research promoted the introduction of 
numerous new products, while diversification poli- 
cies paid off in stabilizing sales despite decreased 
glass container sales. As evidence of more satis- 
factory manufacturing efficiency, the company’s 
operating margin last year expanded to 11.8% in 
contrast to 8.4% in 1948. 

Notwithstanding unsettled conditions in the fore- 
part of 1949, Kimberly-Clark Corporation, a promi- 
nent paper manufacturer, reported net earnings of 
$5.29 per share in contrast to $5.02 in 1948. As 
this improvement was achieved despite a decrease 
of 3.7% in sales, it is obvious what a part better 
operating efficiency played in the more satisfactory 
showing. Even though operating schedules last year 
were comparable to those a year earlier, the total 
work force was reduced about 6%, due to the mech- 
anization of some processes and carefully con- 
sidered consolidation of certain duties. 

As an example, average daily tonnage of crepe 
wadding produced in the final quarter of 1949 on 
modernized machines exceeded the relative year- 
ago output by 36 tons. In postwar, this paper con- 
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| Companies Reporting Higher Net on Lower Sales 

_. ~NetSales = Operating Margin Div. Pree 
1949 1948 1949 1948 Net Per Share Div. Yield Earnings Price Range 

. ($ millions) Yo ie 1949 1948 1949 % Price Ratiot 1949-50 _ 

“Allied Chemical & Dye $363.7 $387.7 16.7% 15.4% $16.78 $14.35 $10.00 4.2% 236 14.0 2391/,-165 
*American Tobacco : 858.9 873.4 96 92 7.90 7.58 400 57 70 88 76%-b0!/, 

Atlas Powder enn ome 34.6 43.0 6.7 4.5 5.03 3.90 250 44 57 113  59%4-42 
“Baldwin Locomotive 119.0 126.4 5.6 4.3 1.41 1.26 15 73 10%, 72 13%- 85% 
*Bethlehem Steel. on.n son 1,266.8 1,312.5 13.1 114 9.68 = o9.36 = 2.406.338 3.9 3854-23 
*Borden CO. neneevrvennnrnimnnnne O37 649.5 5.6 44 5.10 446 =-2.70 = 5.2 SI%_——*i10.0 S51 4-38% 

Brown & Bigelow ou...  36.0(b)  36.4(b) 13.6 12.7 2.21(b) 2.09(b) 1.00 8.0 12"/, 55 14 -9 
~Bucyrus-Erie 61.8 69.1 17.0 14.1 4.07 3.54 2.00 10.7 18% 45 20%-13'4 
*Colgate-Palmolive- Peet... 203.9 220.3 7.1 3.9 5.33 356 3.00 6.7 44%, 65-46 54-29% 

Corn Products Refining... 145.3 171.8 13.9 8.0 4.88 442 3.60 5.3 68 13.9 7314-57 

Cream of Wheat... 9.2 9.7 26.6 23.4 2.42 2.36 2.00 7.0 28%  I1.7 — 30'%4-23 
Grant (W. T.) Co........ . sea 233.9 6.7 6.5 3.73 3.67 1.00 3.5 28 7.4 291/4-20% 
Hazel-Atlas Glass... 58.7 60.7 10.6 6.0 1.83 1.41 1.20 5.5 215%, 11.0 25 -19%/, 
Hercules Motors nnn 2004 32.7 7.5 6.3 4.30 3.71 1.00 6.0 17 3.9  20%4-131/4 
*Hershey Chocolate enn 142.1 168.5 17.3 11.2 6.22 3.27. 2.25 5.1 44 7.1 461/4-26% 
*International Harvester... 908.9 945.4 8.9 7.8 4.36 3.92 1.70 6.0 27% 63  _ 295%/4-22% 
*Kimberly Clark occ 103.2 117.5 12.0 10.8 5.29 5.02 1.65 5.2 315% 6.0 — 32%-17% 
Lambert Co. 21.1 22.7 13.6 9.7 2.29 1.90 150 6.8 22.9.6 22%4-17Y% 
Mead Johnson & Co. non 23.4 25.4 14.5 12.6 1.08 1.04 80 53 I5¥e 140 17 -12% 
Motor Wheel nm 52.1 58.3 10.3 10.1 4.09 4.08 260 10.7 24, «5.9 ——-247fp-1 5/4 
*National Dairy 897.6 986.4 6.3 4.1 5.27. 4.04 2.20 5.0 43 82 4414-27, 
*Owens-lilinois Glass 223.8 224.3 11.8 74 5.38 3.38 3.00 4.5 6.12.36 7%4-49/o 
*Pomick & FORA nnn neen 36.7 40.8 10.8 8.1 3.40 2.86 260 7.1 36l/4 10.6 -38%-27% 

Pet Milk 142.1 153.5 4.2 3.1 6.34 4.55 150 4.3 34%, 5.4 37%4-21 
*Safeway Stores eee nnn 1,095.0 1,178.7 2.6 1.3 5.22 3.50 1.25 3.7 33, 6337-16 
Standard Brands . ne 283.6 4.1 3.1 2.34 2.05 145 6.0 24 10.2 24-17", 
Sun Chemical 35.4 35.6 7.3 4.7 1.18 70 40 3.8 10 8.8 10%- 6/2 
*U. S. Steel .... Pa 2,292.0 2,473.1 140 9.1 539 400 225 7.0 32/4 6.0 — 33%-20/ 
Westinghouse Electric... 945.6 970.6 11.3 9.7 4.95 3.88 140 3.9 35% 7. 3554-2056 

t—Based on 1949 earnings. (b)—Year ended Jan. 31, 1950 and 1949, respectively. 
(a)—After special reserves. (d)—Deficit. 
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cern embarked on a major program to streamline 
its operations at every level, as well as to achieve a 
higher degree of integration. Benefits from these 
improvements should become increasingly apparent 
in the current year, especially as completion of a 
$32 million pulp and newsprint mill on the Coosa 
River, Alabama, last December will enhance the 
company’s materials supply as well as volume poten- 
tials. Altogether, the managerial record of 
Kimberly-Clark should generate confidence. 


Brown and Bigelow 


A carefully planned and well executed program 
of cost and expense reductions lifted net earnings 
of Brown & Bigelow, dominant producers of calen- 
dars and advertising specialties, although on 
slightly smaller volume than in the preceding year. 
The company, furthermore, anticipates further 
gains from these activities in the current year. 
Operating margins of 13.6% in the fiscal year ended 
January 31, 1950 compared with 12.7% in the pre- 
ceding fiscal year while net earnings rose to $2.21 
per share from $2.09. 

The management explains in the annual report 
that with the assistance of a firm of industrial en- 
gineers, it managed to reduce direct labor costs per 
dollar of sales substantially and that materials costs 
declined still more importantly. Although manufac- 
turing, selling costs and overhead expanded, on bal- 
ance total costs were reduced due to good planning. 
It is interesting to note that despite these savings, 
higher wages than ever before were paid to Brown 
& Bigelow’s 4800 employees. 

A number of factors accounted for a 20% in- 
crease in net profit despite a 7% decline in sales 
volume by the Lambert Company, producers of anti- 
septics and pharmaceuticals. While lower expendi- 
tures for national advertising and reduced costs of 
materials helped to widen margins, improvements 
in operating efficiency also played a role. The latter 
stemmed largely from the concentration in a newly 
acquired large building in Jersey City of several 
divisions formerly located in various places, and a 
similar relocation of others to the company’s St. 
Louis plants. As a result of this planning, the com- 
pany’s shareholders were pleased to note a rise in 
1949 earnings to $2.29 per share from $1.90 in 1948. 


iz Bethlehem Steel 


The steel strike last fall adversely affected the 
operations of Bethlehem Steel Corporation, but in 
spite of somewhat reduced output and $46 million 
smaller sales than in 1948, the company reported 
net earnings of $9.68 per share compared with $9.36 
a year before. Furthermore, these results were at- 
tained although allowances for pensions in 1949 
rose sharply to $15.4 million from $3.5 million in 
1948. The balance sheet reveals that reserves of 
$10.2 million at the year-end were unchanged dur- 
ing the period. 

While advanced steel prices late last year im- 
proved earnings somewhat, better operating effi- 
ciency significantly widened operating margins to 
13.1% on sales of $1.26 billion as against 11.4% on 
volume of $1.31 billion in the preceding year. It 
seems clear that Bethlehem is now reaping the re- 
ward for its expansion and modernization outlays 
that have increased its net property account by 
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around $190 million in the last five years. In one 
respect this is shown by the fact that though pro- 
duction of 12.5 million tons of ingots and castings 
last year was about 5.8% below 1948, the average 
number of paid employees declined by about 9%, 
although these percentages may be somewhat dis- 
torted by the company’s diverse activities. With 
Bethlehem Steel now said to be operating in excess 
of 100% of rated capacity in contrast to 88.7% in 
1949, increasing evidence of operating efficiency 
should come to hand. 

The over-all physical volume of Borden Company 
last year was well maintained but because of re- 
duced prices on many products dollar sales declined 
about 5.5% to $613.7 million. Net income of $21.8 
million or $5.10 per share advanced conversely by 
14.1%, bettering the previous high record estab- 
lished in 1930. In that year, however, on sales of 
$345.4 million, the company carried down to net 
6.28 cents per sales dollar in contrast to 3.57 cents 
last year, the spread largely accounted for by cur- 
rent high Government support prices for farm 
products. 

The main thing to consider is that between im- 
proved efficiency and lower materials costs in 1949, 
Borden managed to widen its operating margin to 
5.6% from 4.4% the year before. The company has 
spent large sums in postwar to expand production 
and to effect cost savings. For new equipment, in- 
cluding many modern trucks, outlays of about $15 
million have been appropriated for 1950. The huge 
turnover of this leading dairy firm and the great 
number of products handled provide an unusual 
incentive to maintain careful cost controls, and in 
this respect the company’s 1949 record speaks for 
itself. 

For broadly similar reasons, National Dairy Prod- 
ucts Corporation, too, made an excellent showing 
last year as illustrated by our statistical data. Sales 
declined to $897.6 million from $986.4 million in 
1948, but per share profits rose to $5.27 from $4.04. 






























Standard Brands ——_ 


Examination of the 1949 operations of Standard 
Brands reveals some interesting results. In reflec- 
tion of lower selling prices and some decline in 
physical volume, partly due to discontinued prod- 
ucts, last years’ volume of $262.9 million was 7.3‘ 
below 1948. A corresponding decline of 8.8% in the 
cost of products sold, together with 5.5% lower 
selling, research and administrative expenses, how- 
ever, more than offset the disadvantage of lower 
dollar sales, as pretax earnings rose 10.6% and 
final net income was higher by 12.5% than in the 
preceding year. Net earnings per share advanced 
to $2.34 from $2.05 after allowing for preferred 
dividends. 

Such a good record was mainly attributable to 
cost reduction measures in all of the company’s 
numerous facilities and departments, from manu- 
facturing to selling, warehousing and handling. 
Through large scale replacement of outmoded facili- 
ties, the modernization of processing and packaging 
equipment, better plant layouts and increased mech- 
anization of material handling, cost-savings were 
effected all along the line. The management points 
out that many of these programs should increas- 
ingly bear fruit in the current year and beyond, and 
has planned capital ex- (Please turn to page 225) 
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By PHILLIP DOBBS 


——— conditions in the paper indus- 
try are in marked contrast with the discour- 
aging environment a year earlier. Whereas 
shut-downs or radically curtailed production, except 
in the newsprint and tissue divisions, were wide- 
spread in the forepart of 1949, manufacturers of 
virtually all grades of paper, paperboard and other 
paper products are now operating at top speed to 
catch up with their orders. Since the start of 1950, 
and in some instances several months before, the 
wheels of most paper mills have been humming 
pretty much at a record pace. 

The improvement all along the line has been pro- 
gressive since business picked up smartly last fall, 
and seems unlikely to diminish much in coming 
months, although allowance must be made for sea- 
sonal factors in the summer and uncertainties over 
general conditions in the final quarter. With the 
holiday season, however, traditionally stimulating 
demand for paper in packaging, wrapping, advertis- 
ing, gifts and greetings, the industry should experi- 
ence continued satisfactory operations. 

It now seems apparent that many consumers of 
paper and paperboard at the industrial level last 
year under-estimated the basic need for these prod- 
ucts to meet current requirements. Hesitation to 
accumulate inventories in the first half of last year 
caused steady depletion at all levels and considerable 
softening of prices for some grades of paper. When 
general business recovery became evident soon after 
mid-year, quite a flood of orders to replenish inven- 
tories began to pour in on paper manufacturers and 
since has tended to rise rather than to level off. 

The fall come-back in production of paper and 
paperboard was surprisingly rapid, as shown by a 
total 1949 output of 20.3 million tons, only 7.3% 
less than the 21.9 million-ton record production the 
year before. While statistics covering 1950 produc- 
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tion have lagged in appearance, the U. S. Depart- 
ment of Commerce has estimated a production of 
about 3.6 million tons in the first two months of 
1950, or 8% more than a year earlier, and Febru- 
ary output alone exceeded the year before by about 
12%. In March and April, trade reports indicate no 
letdown in activity, and that orders have been com- 
ing in at a very satisfactory rate. The American 
Paper & Pulp Association reports that in the week 
ended April 29, paper production was 101.3% of 
capacity and paper board output 92%. 

All in all, it would seem that supply and demand 
have become rather tightly balanced, and that al- 
though dealer inventories are now perhaps ade- 
quately replenished, their turnover is still rapid. 
Since for some paper grades, a delay of between 
two and six weeks between placement of orders and 
delivery is the rule, the outlook for continued high 
level sales in coming months is very bright, al- 
though, as said, some easing in demand may occur 
for a while around mid-year. 


Firming Price Tendencies? 


With the situation as it is, there is a chance that 
prices on some grades may tend to firm up moder- 
ately. While prices for newsprint have held steady 
for many months at $100 a ton, those of other 
grades softened a year ago in many cases as mills 
with reduced production sought to expand sales. 
With increased demand, paper prices generally have 
been firm but are often still lower than a year 
earlier. There is room, accordingly, for slightly 
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Comprehensive Statistics Analyzing 
Champion Container 

Paper & Corp. of Crown Dixie Gair Gaylord 
Figures are in million dollars, except where otherwise stated. Fibre America Zellerbach Cup (Robert) Container 
CAPITALIZATION: 
Sees meee NEE MU REREIDED MMIII os 55 55s nse siissnicb'so5asvessdscisesasosescelonsemesodeens¥ oe S176 ss aviacise $20.0 $12.0 $9.6 $7.3 
Pane ei RN IND. 55 5 ose cise cscsaceceesecosccs esse cabsovectdesssvcabuenes $10.0 $9.7 $36.1 $3.5 ee 
epee NP NERINS SIIIIID HORII D 650 355s 5c5cce0 cn sn vecpeepsusuevtscwasnesnsnencancoconoseres 1,102 990 2,851 202 1,779 2,338 
ae RINNE oc, Fone ocactuontohoeehnuvernnwecsveceneeesbenabessnnsaessareantessscseteamnesee $35.8 $29.5 $71.8 $15.7 $19.0 $11.2 
INCOME ACCOUNT: For Fiscal Year Ended.............0...ccccccccccessescescsseesesees 3/31/49* 12/31/49 4/30/49 12/31/49 12/31/49 12/31/49 
NS oo oc sone cinceweeh sk oebiaea bahay saustestsncenrencaianasenesinessobesnepenscnamseavsscesamee seers $80.7 $114.7 $168.2 $23.1 $42.8 $51.6 
RCA DTE, MNP NRRMIRION OEE | 5. <occcew on secatcesnesesscserontasissseoccscadonoscemseneee $2.5 $2.6 $5.3 $.5 $1.1 $1.0 
Re aoe roca ant inc cacti wap bopachaianssuseineeh ocecensanerin eee eee $6.3 $5.9 $12.4 $1.1 $1.5 $2.3 
ee INS I INN 5 gr 5 on 55 c50 cose cosssnnnwnyseuokseswancasseeetccessoseeeeeese $11.0 | rte $3.5 $4.3 $6.5 
Interest (Bonds and Long Term Debtf)......................:c:ecseceeeeeseeeeeeeeeeeeens ere $.4 $.3 $.3 $.1 
Preferred Dividend Requirements......................:::ccscceecseeectseteeeeeeeeeneeeees $.3 $.4 $1.6 $.4 Sis. easter 
NEE ENE INNIS nde cto cat cs nncczCel acwsossnceuchacecaves ecebesechsessvansoitescners $9.6 $8.3 $19.5 $1.5 $2.3 $4.1 
NINN 550 5. cat obobt er ascsccccchenca shud sbesabusaiconeacssavesbouneovehsoneeeen pene 21.2% 12.5% 20.5% 15.0% 8.3% 10.3% 
SEAT LE PO RAAT ER 12.3% 7.6% 12.5% 8.4% 6.2% 8.0% 
Percent Earned on Invested Capital.....................cccccceeceeseeceueesseeeeseeeeenees 22.0% 14.2% 16.1% 16.7% 9.9% 13.1% 
IE Par MGI GINO, «ooo ocsecdscescnscccsosscesnncsssssesssoscsepesdossccossensene $8.70 $8.46 $6.85 $7.44 $1.31 $1.77 
Se EI UT MRINIINIOI 55a os.ascs a0 50c2esebunsseaconsboueesteunevusveosessaedessecsoozsbeoeta $34.00 $45.00 $32.00 $45.00 $8.00 $18.00 
INT: PCE cs cat cesu bop tb sub prcaaenbbsihyscechsssvesibe ssoneias gaseosen tounbandseesabsnemersonseney $2.00 $4.00 $2.00 $1.12 $.70 $1.50 
IN Forces cuaces opi isis douse opccscsansdesmockanaseneeesureetees testes usinsenssosenees 6.0% 8.8% 6.2% 2.4% 8.7% 8.3% 
PRIS INU esos ocnse one sconpensscienasaseantsseckuoguotererastorbenstasenessensansseaue 3.9 5.3 4.6 6.0 6.1 10.1 

9 mos. 3 mos. 9 mos. 3 mos. 3 mos. 3 mos. 
INTERIM REPORTS 12/31/49 3/31/50 1/31/50 3/31/50 3/31/50 3/31/50 
We I oy at css west aceon Sa cava evens oxo ncsencaveaeeteoeubanssnneeasesblpsymoneniee $62.3 $31.9 $124.5 $5.7 $12.3 $12.9 
a INI ca oss ois, ok ease bv ond ease nico nek cose “habbuadeaberter escss te acsennenreoeeeee N.A. N.A. 18.1% N.A. N.A. 12.2% 
6 arg tea ela $6.0 $2.27. $13.9 N.A. $1.0 $.9 
NE ie cr 252 bev sn bis nsnsasisecvsicesas ouwvantonesbeemeeousMisegieseseeet es ee 9.6% 7.1% 11.1% N.A. 8.8% 7.3% 
nen Rar RINE TERN 56.55 sc cs So cn ss sa sanusboesiebansanes deubaaveben sects sueeseooaes $5.15 $2.20 $4.49 N.A. $.56 $.41 
ee SE LAT 3/31/49 12/31/49 4/30/49 12/31/49 12/31/49 12/31/49 
eh NINN PRON NEE 5 55.05 iossessc0seccnccenssentu cenonceocnssnbel veceepoentereees $8.0 $13.0 $12.5 $3.5 $2.8 $10.0 
IIR ND oc ee er orcs sc sw Sea cbnchaavwneteh ioe epee ee nceeev eee $14.7 $7.3 $35.1 $6.5 $4.6 $6.9 
INN oo coi po- Scene das Cot pao ncsanseeastenechascheee users oeeee oe espseeasterooeseeee $6.3 $4.7 $14.7 $1.2 $2.5 $3.2 
UII IIIA Gio oc ssyecseisscscsincuaigvneissueiupisuccseuxeuundavencsunacnscsnasctoreee eens peoseetees $30.6 $25.1 $64.4 $11.4 $10.4 $20.3 
MMIII 5c aoc 5s cate ts Giicls cuicy noes nomen Kana toe kone san eeacb cakes tee peewee $8.3 $4.3 $11.5 $2.6 $4.3 $4.8 
BRI e ANNI INNIS 5525 oo dns cas sch.v 0h co casks ni nen coae eners aghast ceeceenreertettensdanee $22.3 $20.8 $52.9 $8.8 $6.1 $15.5 
EON arene a ear eT Pe ON ee $47.9 $35.7 $61.2 $11.2 $13.9 $13.0 
a ah DS a ied al $80.5 $67.0 $167.2 $26.9 $41.0 $41.2 
ee NS I IUD 5a ssisnnsbi conn ssac0noosscssecsesaassdiacdensscbenseeleviesdenseecesacsen $32.15 $52.54 $33.25 $39.84 $10.94 $12.10 
Net Current Asset Value Per Share (a) .......................00ccccccccccseeeeeseeeeees taaaneee UGE © assests "| © Sesssess | weszees $3.50 
SD AE I II NT INNO: ooo oc cisssscnceeiccasesscadsdes ceotdoschesessecuveatbissecssvestens $7.34 $13.20 $4.40 $17.70 $1.55 $4.74 
RR MEIN 5 Si5s cnny ca cabcv cups Servs ane siebcescassusovands ceuGeaisenavonsaevoecneessb acces moveeatie 3.6 5.8 5.6 4.3 2.4 4.2 
IT chica tacameilacbacik kpiieossy aetna 18.2% 6.4% 20.9% 28.3% 10.9% 13.4% 
inventories, % of Current Assets..................cccccccscsscoscecsecscccecscnccecesceececs 48.1% 29.2% 54.5% 57.2% 44.7% 34.0% 
Depreciation, % of Gross Fixed Assets......... pas bavenneaass iehsesuphenvacseeseesenn> 3.3% 4.5% 4.3% 3.2% 4.1% 3.5% 

(a)—After deducting prior obligations. *—11 months’ report, fiscal year being changed. 











higher — if delays in delivery continue to 
enter the picture, and in any event there is only a 
PAPER GROUP INDEX vs. 325 COMBINED STOCKS slim chance that competition in the current year will 




































































150 <4 induce price concessions. 
© The foregoing is especially true because most 
140 a. paper manufacturers last year found that with vol- 
J ume lower in varying degree, their profit margins 
130 * were pinched by high operating costs in the fac- 
o — 6 cid esi freight a Unless im- 
cote | fee, Pi ; ports of pulp expand more rapidly than now seems 
120 - oh *—- 325 COMBINED STOCKS likely in the current year, some upward pressure 
5 ee Ry on the price may follow and cause a problem for 
110 concerns reliant on outside sources for their pulp 





50 supplies. In this respect much will depend on 


whether currency devaluation by Sweden, and con- 
sequently reduced prices for Swedish pulp, will re 
sult in largely increased exports of this basic ma- 
terial to the United States. 

Pulp inventories have been consistently lower in 
recent months than in corresponding periods last 
year. Additionally, a number of large paper manu- 
facturers are now discussing new wage and pension 
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Position of Individual Paper Companies 











Great Lily Union West Va. 
Northern Hinde Intl. Kimberly Tulip Mead National St. Regis Scott Sutherland Bag & Pulp & 
Paper & Dauch Paper Clark Cup Corp. Container Paper Paper Paper Paper Paper _ 
co Ce ee eee $30.8 $2.5 $16.0 $6.1 $43.4 $3.2 $2.5 aka 
inns. ff. t of ze) $23.0 $17.2 $3.0 $11.3 ee. $17.8 $11.0 $3.4 er $13.5 
997 952 7,120 1,511 213 716 2,730 5,170 871 344 1,493 902 
$24.9 $9.5 $76.4 $76.2 $6.6 $36.5 $8.8 $87.1 $23.1 $10.0 $13.7 $58.5 
12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/25/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 10/31/49 
N.A. $31.7 $415.5 $113.2 $28.8 $76.6 $31.4 $127.3 $83.5 $29.0 $65.4 $88.4 
$1.4 $.5 $14.5 $5.5 $.5 $2.2 $1.4 $5.3 $1.7 $.5 $2.0 $4.7 
$2.8 $1.4 $37.3 $4.8 $1.1 $2.2 $1.5 $2.5 $3.9 $.9 $4.8 $5.0 
| 7 alle Me 9°27 ey a PP $3.0 Wee” 0 ieee ° freee $9.5 $2.7 $12.3 $14.0 
eee 0 Geheke: | See $1.0 eet $.5 $.2 $1.5 me peaye $.1 $.1 eet? 
fie ee ee $.9 $.6 $.1 $.5 Repo ore $.8 $.3 $.03 Patiens $.6 
$4.8 $2.3 $51.6 $8.0 $1.6 $2.9 $2.5 $4.6 $5.2 $1.5 $7.4 $8.4 
meee 13.3% 20.2% 12.0% 10.8% 7.9% 14.5% 6.7% 11.4% 9.2% 18.8% 15.3% 
eee 7.5% 12.3% 7.7% 6.2% 4.4%, 8.2% 4.3% 6.7 % 5.5% 11.4% 10.1% 
10.1% 12.6% 22.0% 11.0% 14.8% 7.9% 9.9% 6.1% 16.1% 9.2% 16.2% 11.2% 
$4.87 $2.51 $7.12 $5.29 $7.81 $4.10 $.95 $.91 $6.07 $4.62 $5.01 $9.31 
$40.00 $16.00 $43.00 $31.00 $62.00 $21.00 $8.00 $9.00 $93.00 $39.00 $29.00 $47.00 
$2.80 $1.35 $5.00 $1.65 $2.00 $1.50 $.50 $.60 $2.62 $2.50 $2.50 $3.00 
7.0% 8.4% 11.6% 5.3% 3.2% 7.1% 6.2% 6.6% 2.8% 6.4% 8.6% 6.3% 
8.2 6.3 6.0 5.8 7.9 5.1 8.4 9.9 15.2 8.4 5.7 5.0 
3 mos. 3 mos. 3 mos. 3 mos. 12 wks. 3 mos. 3 mos. 3 mos. 3 mos. 3 mos. 3 mos. 
N.A. 3/31/50 3/31/50 3/31/50 3/31/50 3/19/50 3/31/50 3/31/50 4/1/50 3/31/50 3/31/50 1/31/50 
N.A. $8.6 $113.3 $31.7 N.A. $19.5 $8.7 $34.3 $23.5 $8.5 $17.1 $22.6 
N.A. 11.0% 24.2% N.A. N.A. N.A, N.A. N.A. 12.2% 9.7% 22.9% 14.1% 
N.A. $.6 $16.2 $2.9 $.5 $1.0 $.9 $2.0 $1.7 $.5 $2.3 $1.9 
N.A. 7.2% 14.3% 9.3% N.A. 5.4% 10.6% 5.8% 7.3% 6.0% 13.6% 8.7% 
N.A. $.66 $2.26 $1.82 $2.18 $1.35 $.34 $.35 $1.87 $1.39 $1.57 $2.01 
12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 12/25/49 12/31/49 12/31/49 12/31/49 12/31/49 12/31/49 10/31/49 
$6.1 $2.7 $42.9 $7.5 $2.3 $5.5 $2.4 $15.9 $7.2 $3.5 $7.6 $16.4 
$9.8 $3.6 $41.5 $17.2 $6.3 $11.2 $4.5 $24.8 $8.8 $4.6 $4.0 $10.2 
$2.6 $2.1 $25.7 $4.0 $1.9 $6.6 $2.0 $9.2 $3.5 $1.4 $3.6 $3.6 
$18.6 $9.0 $123.5 $30.7 $10.5 $24.1 $9.3 $53.1 $20.3 $9.8 $17.6 $30.5 
$4.3 $1.6 $26.3 $11.2 $2.3 $7.1 $2.2 $11.5 $8.1 $2.6 $3.5 $3.2 
$14.3 $7.4 $97.2 $19.5 $8.2 $17.0 $7.1 $41.6 $12.2 $7.2 $14.1 $27.3 
$31.7 $10.1 $153.1 $75.5 $6.4 $33.4 $22.5 $88.0 $18.8 $13.0 $29.3 $43.2 
$52.3 $22.2 $345.6 $121.7 $17.7 $66.8 $9.3 $148.3 $42.9 $23.4 $52.2 $83.1 
$48.10 $19.70 $29.75 $41.03 $46.50 $44.00 $9.52 $13.75 $27.30 $41.00 $30.80 $73.50 
$18.65 $7.75 $10.42 > | re Cy | Se cere $1.25 $1.60 $7.65 $15.20 
$6.12 $2.85 $6.00 $4.95 $10.85 $7.80 $.88 $3.17 $8.33 $10.42 $5.10 $18.25 
4.3 5.6 4.0 2.7 4.5 3.4 4.2 4.6 2.4 3.7 5.0 9.5 
or 11.6% 10.0% 15.2% 21.8% 14.8% 14.4% 19.5% 10.6% 15.8% 6.1% 11.3% 
52.7% 31.1% 33.6% 56.1% 59.7% 46.8% 48.7% 46.7% 43.7% 47.1% 22.8% 33.4% 
4.4% 3.3% 4.7% 4.9% 6.0% 3.4% 4.3% 4.1% 5.0% 3.0% 4.1% 44Y _ 





(E) —Estimated. 








contracts with the labor unions that may create a 
squeeze on the margins unless higher prices prove 
an offset. There are, however, numerous cases where 
completion of expansion and modernization pro- 
grams permit operating economies that could ease 
the pressure on margins in the current year. 


Good First Quarter Results 


Thus far in 1950, results of the leading paper 
manufacturers have been eminently satisfactory, as 
hear capacity operations have been quite beneficial 
to profits. Those firms able to place new plants and 
equipment in operation last year have managed to 
keep costs down despite higher freight rates and the 
burden of heavy price competition. Such advantages 
may likely be reflected by improved earnings in the 
second quarter compared with the preceding one, 
at least in some instances. Net earnings in the sec- 
ond half will hinge on what business trends may 
develop, but the outlook for the full year is encour- 
aging despite the fact that wage increases are be- 
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ginning to bite into some margins. 

The paper industry, however, includes a number 
of different groups manufacturing specialties with 
diverse markets and operating potentials. Nearly 
every important unit in the industry has spent large 
sums for plants and equipment in postwar, so that 
total capacity has now risen to about 24.3 million 
tons or 47% more than a decade ago. Since per 
capita consumption of paper in the same period has 
advanced about 6%, due to increased use and avail- 
ability of new paper products combined with high 
level economic activity, it looks as if the industry’s 
capacity would be quite excessive in any period not 
marked by unusual prosperity. Certain concerns, 
however, that have developed new uses for pulp and 
paper products in competition with other materials, 
stand a better chance of maintaining stable opera- 
tions than some of their competitors over the longer 
term. 

Under current conditions, the industry leader, 
International Paper Company should enjoy earnings 
closely comparable with (Please turn to page 229) 
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W itv the management of practically every 
enterprise in the economy searching intensively for 
means to effect operating economies, the outlook for 
manufacturers of cost-saving business machines in 
1950 is on the bright side. In the first half of the 
current year, at least, earnings of the established 
leaders in the industry should be at an improved 
annual rate compared with that for full 1949 and 
still more satisfactory in relation to the early quar- 
ters of last year. ee 

As for the second half year, much will hinge on 
trends in general business activity, but even any 
moderate falling off may be offset in part by a cor- 
respondingly heightened demand for labor saving 
equipment to alleviate pressure on operating mar- 
gins by rigid office expenses. On balance, accord- 
ingly, 1950 sales potentials of leading producers in 
this group shoud be quite satisfactory, and since 
much improved equipment is readily obtainable this 
year, prompt shipments should tend to stimulate 
and stabilize demand. 

Current conditions in the industry present quite 
a marked contrast with those of a year earlier when 
order backlogs were rapidly shrinking in a period 
of customer hesitancy to place new orders until 
business uncertainties cleared up. An encouraging 
aspect of the picture was presented when despite 
a general evaporation of unfilled orders by mid-year 
of 1949, and restricted demand in the third quarter, 
volume generally spurted in the final quarter and 
since then has continued at a fairly high level estab- 
lished by immediate demand. 

Aggregate sales of the industry last year were 
probably not much less than the $1 billion reported 
for 1948, while those of twelve leaders in the group 
were close to $800 million. In this respect it is inter- 
esting to recall that only a decade ago, total volume 
of these same twelve prominent firms was only $239 
million. The substantial gain strongly reflects the 
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proven efficiency of 
modern office equip- 
ment and widespread 
recognition of the 
need for its use, since 
prices have risen only 
about 25% in con- 
trast to the rise in 
dollar sales of 279%. 

In weighing the 
foregoing circum- 
stances, though, it 
should be realized 
that while competi- 
tion has held prices 
for standard type- 
writers, portables, 
adding machines and 
cash registers fairly 
stable, the newly de- 
veloped and much 
more intricate ac- 
counting, bookkeep- 
ing and calculating 
machines carried 
price tags that fre- 
quently exceeded 
$3000 each, and some- 
times were many 
times that much. 
While the expanding 
home and business population may make for a fur- 
ther uptrend in original or replacement demand for 
typewriters and adding machines, the increasingly 
large investment or rental value of the more elabo- 
rate equipment may in the long run make its pro- 
ducers more sensitive to shifts in economic activity. 
As an offset, however. the production of machines 
that can do multiple jobs with extraordinary speed 
is tending to expand their popularity. Furthermore, 
most of this high priced equipment is distributed on 
a rental basis rather than sold outright. 

Unless a really serious busines recession set in, 
the outlook will remain bright for a steady if not 
expanding demand for office equipment of every 
kind, as the market saturation point has by no 
means been reached. With wage costs at record 
levels in the United States and paper work highly 
complicated by the endless statistics demanded by 
Government authorities and the labor unions, the 
employment of mechanized devices that perform at 
least cost has become a major undertaking by every 
business management and financial institution. This 
is equally true of the Federal Departments that 
gather and correlate the most elaborate statistical 
information regarding every phase of American life. 
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Promising Foreign Markets 


The outlook for foreign sales of office equipment 
is also quite encouraging, especially for the rela- 
tively few large manufacturers that operate facili- 
ties overseas. The trend since the end of the late war 
to reestablish or expand foreign-owned plants is re- 
sulting in further entrenchment abroad of American 
firms, although reduced exports from the United 
States has followed as a natural consequence. Where 
ten years ago, exports usually accounted for about 
20% of total volume of the larger companies, last 
year’s exports of about $84 million represented 
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hardly more than 10%. On the other hand, where 
currency devaluations have boosted foreign prices 
on American products and import restrictions have 
handicapped their sale, the foreign subsidiaries of 
domestic manufacturers find an actual advantage in 
these circumstances that may fully compensate their 
parent organizations for reduced overseas shipments. 

While the number of concerns manufacturing 
office equipment is relatively limited, competition in 
the various divisions is very strong. This circum- 
stance was especially notable last year when a buy- 
er’s market set in, following the peak boom period of 
1948. Though total earnings of the industry prob- 
ably declined about 15% in 1949, the experience of 
different concerns varied considerably in this re- 
spect, depending on the character of their output. 
The typewriter group experienced more difficulty in 
maintaining satisfactory volume and profit margins 
than others offering more elaborate and higher 
priced items. In most cases, higher costs or indirect 
price concessions, increased sales expenses and spe- 
cial expenses connected with the introduction of new 
models cut into margins coincidentally with the ar- 
rival of intensified competition, tending to reduce 
earnings in varying degree. 


Profit Margins Should Be Well Maintained 


In the current year, margins should be relatively 
well maintained, because of a possible uptrend in 
volume and the absence of special expenses for mar- 
keting new products, or for training increased sales 
personnel. The promotion of office equipment sales 
in a buyer’s market differs from those of other mer- 
chandise in that, while reputation counts heavily, a 
customer has to be convinced by actual demonstra- 
tion that the machines will do all that is claimed for 
them, and under current conditions he can take his 
time for decisions. For this reason, most of the large 
manufacturers substantially increased their sales 
forces last year, and the thorough training needed 
incurred heavy expenses that now are no longer 
present. Another current advantage is that most 
units in the industry have completed large scale ex- 
pansion and modernization program in order to ef- 
fect operating economies that promise to offset 
higher materials costs and freight charges in some 


degree, besides possibly warranting occasional price 
reductions on standard equipment. 

The character of business conducted by various 
concerns in the industry is so specialized that it is 
only by studying their individual records, current 
status and outlook that a proper appraisal of their 
shares becomes possible. On the appended table we 
list ten of the leaders, with statistics pertinent to 
their operations, dividends, share prices and price- 
earnings ratios. At this writing, many have not yet 
reported on their experience for the first quarter, 
but by examining 1949 annual reports, some of their 
special problems and expectations are brought out. 

Addressograph-Multigraph Corporation, the domi- 
nant producer of addressing, mailing, office printing 
and duplicating machinery, handles a line that has 
created cost-savings for innumerable customers, as 
evidenced by a threefold expansion in annual volume 
in the course of a decade. Sales in the fiscal year 
ended July 31, 1949, on a unit basis, established a 
new peak, although resulting from new incoming 
business rather than backlog orders. Reported vol- 
ume of $21.7 million for six months ended January 
31, 1949 reveals continued stability, and the man- 
agement views the first six months of the current 
calendar year with unusual confidence. While the 
company includes operations of its Canadian sub- 
sidiary in its accounts, those of numerous sub- 
sidiaries in England and Europe are not included. 
About 55% of total sales stem from accessories 
on which operating margins are quite satisfactory. 

Despite slightly lower sales and heavy expenses in 
fiscal 1949, Addressograph-Multigraph managed to 
maintain operating margins of 19.6%, one of the 
best showings in the industry. Net earnings of $6.11 
per share in the period compared with $6.88 in the 
preceding year, but an uptrend is indicated for fiscal 
1950, as shown by net of $3.17 a share reported for 
six months ended December 31, 1949. Further im- 
provement in the first six months of the current 
calender year is probable. Dividends have been con- 
sistently raised for four years past and the quar- 
terly rate was recently advanced to 75 cents per 
share, following payment of a 75-cent extra in Octo- 
ber. Total disbursements for the current fiscal year 
should equal $3.50, establishing a new high. A re- 
cent price of 4714 for the stock appears reasonable, 

































































| Position of Leading Office Equipment Companies 
ee 7 ttn test dieasaniniede Interim Reports — — i 2 
Net Per Share Ist Quarter 1950 Price 
Sales Operating Margins Net Div. Div. Recent Earn. Price Range 
1949 194819491948 19491948 Sales. Per Share 1949 _Yieldf Price Ratiot 1949-50 
Addressograph-Multigraph.. $41.1(e) $43.6 19.6% 21.2% $6.1! $6.88 —_$21.7(b) $3.17(b) $2.75 5.7% 47 7.7 50 - 27% 
Burroughs Adding Mach... 82.4 94.0 110 196 150 252 90 5.9 154 10.1 16%- 13 
Felt & Tarrant Mfg... 7.6 12.4 6.3 27.8 LO. eo 84 11% 22.2 20%4- 10% 
Inter. Business Mach........... 183.4 161.9 29.2 28.2 (12.64 1121 4.00(a) 1.8 223 17.6 240 -145% 
National Cash Register... 167.3 168.1 125 158 5.92 7.83 385 145 250 65 38 64 393%- 301% 
Pitney-Bowes 0 184 16.0 15.8 16.3 1.69 1.54 ___-80 4.6 17%, 10.2 17!4- 1014 
Remington Rand oun 101.4(c) 148.1 (g) %2(c)11.5(g) 1.15(c) 2.14(g) 1.00 8.3 12 wo.  I$4h- 8h 
Royal Typewriter ............. . 42.5(e)  49.7(e) 13.7 17.8 3.19(e) 4.99(e) 21.9(b) .......... 2.50 12.4 20% 63 23 - 15 
Smith, L. C. & Corona... 23.4(f)  26.3(f) 4.4 11.4 —_1.73(F) 4.77() __2.12(h) 1.00 5.6 17% 10.0 18 - 10% 
Underwood enn 45.9 566 86 149 5.26 819. 82 3507.7 45 8S 47-39 
t—Based on 1949 dividends. b)—6 months ended Jan. 31, 1950. (f)—Year ended June 30. 
t—Based on 1949 earnings. ¢)—9 months ended Dec. 31, 1949. (g)—Year ended Mar. 31, 1949. 
(a)—Plus stock. (e)—Year ended July 31. (h)—6 months ended Dec. 31, 1949. 
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in view of the company’s good record and longer 
term potentials. 

Underwood Corporation’s output of typewriters 
normally accounts for about half of annual volume, 
followed in importance by adding machines, account- 
ing equipment and various supplies. The company 
is well entrenched in foreign markets which provide 
outlets for about a third of its production, though 
earnings from foreign subsidiaries are included 
only as received as dividends. Strong finances and a 
favorable trade position have enabled the payment 
of dividends regularly since 1911. 


Recent Earnings Trend 


Readjustments occasioned by reduced demand for 
typewriters last year and abnormal expenses for re- 
search and placing a number of new models on the 
market narrowed the company’s operating margins 
substantially to 8.6% from 14.9% in 1948. Earnings 
of $5.26 a share last year compared with $8.19 the 
year before, and would have shown as $4.60 except 
for a transfer from reserves equalling 66 cents a 
share. A reported net of 82 cents per share in the 
recent March quarter indicates that as yet the com- 
pany has not fully overcome some of its readjust- 
ment problems. 

On the other hand, Underwood is now aggres- 
sively pushing sales of several new models that it 
confidently expects will meet widespread consumer 
acceptance. These include a new portable typewriter, 
an adding tabulator, a portable posting machine, an 
electric fanfold to automatically retract carbon 
sheets and a de luxe electric typewriter. With an ex- 


panded and well trained sales force at its disposal - 


and an enviable reputation for the quality of its 
products, it seems likely that Underwood’s down- 
trend in earnings may soon be reversed. An un- 
broken dividend record since 1911 engenders con- 
fidence in the management. A strong financial posi- 
tion should aid in maintaining dividends at a 75 
cents per share rate, though a recent price of 45 for 
the shares may be regarded as having at least partly 
discounted the possibilities of reduced payments. 


Remington Rand, Inc. 


While Remington Rand, Inc. manufactures a full 
line of office equipment, the bulk of its sales are de- 
rived from typewriters, supplies and various kinds 
of indexes. The company’s annual report for its fis- 
cal year ended March 31, 1950 has not yet appeared, 
but sales of $101.4 million for nine months to De- 
cember 31, 1949, were at an annual rate about 11% 
lower than in the previous year. Higher costs and 
smaller volume cut into margins, reducing net earn- 
ings by 23% to $1.15 per share for the first nine 
months of fiscal 1950. As operating costs of this con- 
cern have usually been somewhat higher than those 
of some of its competitors, there is not much to sug- 
gest any significant uptrend in earnings in the near 
term. Dividends at a quarterly rate of 25 cents, 
though, are probably safe. 

L. C. Smith & Corona Typewriters, Inc. seems to 
be overcoming handicaps characteristic of its fiscal 
year ended June 30, 1949, in a very satisfactory 
manner. Net earnings of $2.12 per share for six 
months ended December 31, 1949, exceeded the total 
of $1.73 reported for all of fiscal 1949 by a wide 
margin and full year profits seem likely to reach at 
least $4. The portable models of this company are 
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very popular and their sale potentials for home use 
are enhanced. In view of evidently improved earn- 
ings, the current quarterly dividend rate of 25 cents 
per share may soon be raised, or an extra paid at 
the end of the fiscal year. 

International Business Machines Corporation is 
continuing its spectacular growth of more than three 
decades, reporting record volume of $183.4 million 
in 1949 and net earnings of $12.64 per share. About 
75% of revenues are derived from rentals of equip- 
ment that assure exceptionally stable volume and 
tend to continually increase income from service 
charges. The character of IBM’s operations and 
varied output, and its exceptional efficiency, enable 
the company to operate with the widest margins in 
the field. Increased development of electrically oper- 
ated bookkeeping and accounting machines is now 
being extended to include the use of electronics that 
permit the most intricate calculations. 

IBM’s activities extend throughout the world and 
have become so important that the company last 
year formed a World Trade Corporation to handle 
all business outside the United States. The outlook 
for further gains in volume and earnings by the 
parent company in 1950 is most encouraging as 
backlog orders are very substantial and the company 
has greatly expanded its facilities. An unbroken 
dividend record since 1916 has given IBM shares a 
strong investment rating, aided by rather steadily 
increased payments for years past and numerous 
stock-splits or stock dividends. All these factors, 
though, have raised their price to a level where the 
yield is negligible and where it would seem to have 
liberally discounted the company’s future bright po- 
tentials. The stock is a logical candidate for a split. 


Burroughs Adding Machine 


Burroughs Adding Machine Company, a leading 
manufacturer of most types of office machines for 
a half century, also does business on a world-wide 
scale. The company’s offerings include adding, bill- 
ing, calculating and bookkeeping machines, many of 
which are especially adapted to use by banking in- 
stitutions. In the last three years, Burroughs has ex- 
tensively improved its facilities to promote in- 
creased operating efficiency, and through intensive 
research has developed many improved machines. 

General business uncertainties in the forepart of 
1949 adversely affected volume last year, reducing 
sales to $82.4 million or about 18% below the pre- 
vious year. As operating costs remained high and 
model changes incurred heavy expenses, net earn- 
ings of $7.4 million in 1949 compared with $12.5 
million in 1948. On a per share basis, this is $1.50 
versus $2.52. During the first half of 1950, earnings 
should at least match the annual rate of last year, 
and 20 cents quarterly dividends should be con- 
tinued. Burroughs has paid dividends without in- 
terruption since 1895. 

National Cash Register Company, the dominant 
factor in its special field, achieved a volume of $167 
million last year, only .5% million lower than in 
1948, but higher expenses for contributions to the 
employees annuity plan, increased costs of product 
development and for training salesmen, combined 
to shrink operating margins, hence net earnings of 
$5.92 per share compared with $7.83 a year earlier. 
Earnings of $1.45 per share in the 1950 first quarter 
held close to last year’s rate. 

As this company pro- (Please turn to page 228) 
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Another Look at. 


The AIRLINES 


By H. F. TRAVIS 


y] ow that fears of financial 
disaster have abated and “growing 
pains” have eased, what about the 
outlook for air transportation? En- 
couraging progress has been accom- 
plished in the last year or eighteen 
months. Prospect of reasonably sat- 
isfactory profits for several carriers 
is more reassuring than in several 
years. In short, danger signals that 
disturbed investors in 1947 and 1948 have heen 
lowered. 

So far as major airlines are concerned, “flying 
weather” probably is as favorable as they have a 
right to expect. Not all problems have been solved 
by any means, but passenger traffic is on the in- 
crease and other factors point in the right direction. 
Conditions are less reassuring for smaller and finan- 
cially weaker units. Some of these face the threat of 
renewed difficulties if pressure for economies in 
Washington succeeds in tightening air mail allow- 
ances. Many such airlines need to strengthen their 
competitive position by installation of modern equip- 
ment, but lack funds to purchase new planes. Main- 
tenance costs also would become prohibitive. 

The sympathetic understanding for commercial 
airlines as an essential nucleus of military air 
strength no longer is so evident as it was immedi- 
ately after the war. Although Government agencies 
charged with responsibility for supervising air 
transportation developments and for safeguarding 
the country’s interests are inclined toward a more 
cautious attitude than a year ago, they seem to ap- 
preciate the necessity for avoiding repetition of 
financial difficulties that all but overwhelmed several 
carriers three years ago. Accordingly, it seems rea- 
sonable to count on support from Washington as a 
factor in bolstering confidence in airlines this year. 
Other developments holding out promise of con- 
tinued progress include: 
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(1) Expansion in passenger business at the ex- 
pense of railroads since the airlines strengthened 
their competitive positions on basis of fares; (2) 
Steady progress in regularity and dependability of 
flights; (8) Increasing benefits of operating econo- 
mies achieved through larger and faster planes; 
(4) Mail pay adjustments to aid marginal carriers; 
and (5) Improvement in cost con- 
trols resulting from larger “off- 
peak” travel induced by special 
coach rates. 

Not all recent developments have 
been on the “plus side,” however, 
and it may be well to appraise pos- 
sible effects of adverse trends. Now 
that the plight of the carriers no 
longer is critical, doubts have been 
raised in Washington over the ne- 
cessity for “unwarrantably” high 
mail pay. In short, the old fight 
against subsidies has been renewed. Because of 
agitation for curtailment in Government spending 
and avoidance of deficit financing, disapproval of 
so-called subsidies has become increasingly vocal. 


Trend Towards Self-Supporting Basis? 


President Truman called attention to the desir- 
ability of placing the air transportation industry on 
a self-supporting basis as soon as possible, although 
he recognized that postal payments as a source of 
assistance were essential “for the present.” Civil 
Aeronautics Board members were urged by the 
White House to find a more satisfactory arrange- 
ment for lessening the industry’s dependence on 
subsidies. Evidence that the Board has been study- 
ing the situation is found in its annual report for 
last year, mentioning the goal of lower mail pay. 
The report said in part: 

“The policies, made or revised, during the past 
year should, with diligent effort on the part of the 
industry, lead not only to a healthy air transporta- 
tion industry but one which can operate profitably 
at substantially reduced levels of mail pay.” 

In line with this trend of thought, pressure is 
being brought to bear in Congress to require the 
Board to break down mail payments and indicate 
the extent of “subsidies” in Post Office payments to 
airlines. 

Another handicap with which some of the smaller 
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lines have had to contend is the rising cost of oper- 
ating new equipment. Problems involved in transi- 
tion with modern planes are strikingly illustrated 
in the case of Northwest Airlines, which experi- 
enced sharp improvement in earnings last year only 
to face the embarrassment of dividend omission on 
preferred shares this spring. Net profit for 1949 
came to about $1.2 million after a poor start last 
year in reflecting an increase of about $5 million in 
revenues totaling about $40.5 million. Progress was 
achieved partly as a result of addition of ten new 
Boeing stratocruisers. 


Financing New Equipment 


Cost of the new equipment was financed partly 
with bank loans and with an advance from the Re- 
construction Finance Corporation. The bank loan 
agreement provided in part for a restriction on divi- 
dends to any improvement gained in earned sur- 
plus after March last year. Although the margin of 
safety at the end of last year was more than $2 
million, it became apparent before the end of the 
first quarter that the deficit would imperil the pre- 
ferred dividend. The poor showing resulted from 
high operating costs of the stratocruisers and ad- 
verse weather conditions. 

Management appears hopeful that growth in pas- 
senger travel during the normally active season will 
be large enough to build up sufficient reserves to 
offset unprofitable periods later. With benefit of mail 
pay, which has been increased on a temporary basis, 
Northwest registered impressive recovery last year. 
Whether or not this experience can be repeated is 
uncertain at the moment, but operations of the air- 
line are being closely watched as a guide to potential 
benefits from modern equipment as well as to the 
need for postal subsidies in maintaining a system 
facing severe winter weather handicaps. 

Turning now to encouraging aspects of the out- 
look, it is not difficult to look forward hopefully to 
consistent growth. Three factors stand out promi- 
nently: (1) Growing acceptance of plane travel as 
a normal means of transportation except for com- 
paratively short distances; (2) Advantages gained 
by airlines not only in speed and comfort but also 
on basis of actual first-class fares; and (3) Perfec- 
tion of equipment, regulations and human experi- 
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ence contributing to dependability of air transpor- 
tation that encourages broader use, thereby offering 
hope of higher payloads and more profitable oper- 
ating results. 


Gain Larger Share of Transportation Market 


There is little doubt but that airlines are attract- 
ing a larger share of the transportation market—at 
least, that part moving over distances of 100 miles 
or more. This progress has been due partly to war- 
time influences that introduced thousands of young 
people to flying and taught their elders the possi- 
bilities of the airplane in emergencies. Individuals 
who have come of age in the last ten or twenty years 
need no urging to use airlines even though their 
parents may be more inclined to remain on the 
ground. As time goes on, therefore, resistance to air 
transportation promises to become increasingly less 
effective. Thus the airlines seem assured of a grow- 
ing market which now is being actively cultivated 
by many carriers through cut rate inducements. 

Optimists on air transportation look for airline 
penetration of the first-class travel market to ap- 
proach 50 percent this year, compared with an esti- 
mated 41 percent last year and only about 11 per- 
cent five years ago. On basis of results thus far this 
year and current projections, it is estimated that the 
industry may experience a gain of from 3 to 5 per- 
cent in passenger revenues with a corresponding 
improvement in total revenue passenger-miles flown 
over last year’s 6.6 billion. The 1949 record topped 
the previous high three years ago by 9.2 percent and 
showed a 13 percent gain over 1948. The industry’s 
net operating income scored substantial improve- 
ment last year at $24.6 million, compared with only 
$2.1 million in the previous year. 


Passenger Revenues Should Be Well Maintained 


Despite competition from non-scheduled carriers, 
which has been less harmful since regulations were 
tightened a year ago, passenger revenue promises to 
be well maintained. Wider use of air coach service 
threatens to retard improvement in revenues to a 
greater extent than in passenger-miles flown, since 
these so-called “off-peak” flights are offered at fare 
concessions of from one-fifth to one-third of regular 
rates. Although extensions of coach services and 
family-plan discounts are anticipated, it is admitted 
by some officials that the cut-rate system has its 
defects. Some lines have refrained from adoption of 
coach service in the belief that it would take away 
much regular fare business without adding a corre- 
sponding gain. In short, some territories lack the 
traffic density needed to justify operation of “bar- 
gain flights.” 

Encouraging growth in parcel post and in freight 
shipments is another source of optimism. While this 
development holds out promise of increased revenues 
for smaller carriers, it is less important for major 
trunk lines. The sliding-scale formula under which 
mail pay is calculated provides for reduced pay- 
ments as loads expand. Thus while domestic mail 
ton-miles rose about 9 percent last year, the four 
principal companies showed an average drop of 
about 6 percent in domestic mail revenues. None- 
theless, industry officials are impressed with poten- 
tialities of expansion in parcel post and freight. Air 
freight revenues scored a gain last year of about 33 
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percent and in due course this development 
may call for establishment of important 
regular freight movements by air. 

On the whole, earnings prospects for this | yoo. 
year are rather more favorable than in 1949. 
The extent of traffic diversion from regular 
flights to coach operations, difficult to fore- 
cast, may have considerable bearing on re- 
sults of some companies. With additional 
modern planes scheduled to come into serv- 
ice in the next few months, temporarily in- 
creased operating costs may be encountered. 
Hence, although overall results should run 
ahead of 1949, progress may be selective. 


300 


200 


Less Competition Ahead? 100 

Another development which may have a 
bearing on 1950 earnings is the possibility 
of moderation in competition. In response to 


agitation for stricter regulation, the Civil ° frass 





Aeronautics Board is reported to have 
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studied the possibility of reducing the number of 
lines serving some areas. A Board member recently 
was quoted as intimating the need for revising route 
allocations. Pending investigations were cited by the 
Board member, Mr. Russell B. Adams, as a reason 
for thinking that some grants might be revoked. 
Competition between Chicago and Washington, be- 
tween Detroit and New York-Newark as well as 
between Detroit and Minneapolis-St. Paul and 
Washington was reported under scrutiny. “Possibly 
excessive competition” was cited by Mr. Adams as 
the Board’s reason for considering readjustments 
which might enforce operating economies and im- 
proved operating results for those lines retaining 
routes. 

With the industry going though a period of 
transition from excessive wartime prosperity to 
normal operations, it is especially important to ap- 
praise airlines’ securities on their individual merits. 
Competition has become keener, as mentioned 
earlier, and in some lines have made greater prog- 


ress than others in placing new equipment in oper- 
ation. In the following paragraphs, brief comments 
will be found on principal airlines supplementing 
statistical information presented in the accompany- 
ing tabulation. 

American Airlines is recognized as the largest 
domestic carrier with routes extending from New 
York and Boston in the East to Los Angeles on the 
Pacific Coast. Substitution of modern DC-6s for 
other planes last year enabled this company to im- 
prove results remarkably. Net profit rose to 79 cents 
a share from a loss equivalent to about 67 cents a 
share in 1948. Although first quarter operations 
were more unprofitable than in 1949, due primarily 
to an eleven-day strike, the management appears 
hopeful of achieving earnings this year comparing 
favorably with 1949. Such an accomplishment would 
raise hope of resumption of dividends, which have 
been suspended since 1945. 

Eastern Airlines is regarded as the strongest and 
one of the best managed (Please turn to page 225) 























Pertinent Statistics on Leading Airline Companies 
Passenger ———Revenues 1949-———-_—™F —- 7 
Load Pas- Air Net Per 
Factor senger Mail Cargo & Total Operating Ratio* Net Per Share Div. Share 
1949 Express 1949 1948 1949 1948 1949 Recent Price Range Ist Quarter 
——($ million) _ % ¥- Price 1949-50 1950 
American Airlines 64.6% $88.3 $5.5 $8.0 $103.2 90.8% 102.0% $ .79  $(d) .67 Nil 11% 12 - 6% $(d) 28 
Braniff Airways ...... 49.9 13.6 3.8 6 18.4 97.5 96.5 Aa 19 Nil 944 934- 6%, (d) .22(b) 
Capital Airlines... 50.7 198 45 21 26.9 95.1 964 3.51 (d) .26 Nil 10% 12 -5%4  (d) 30 __ 
Eastern Air Lines... 55.3 63.0 3.23.2 69.7 94.5 = 92.3 98 Nil 15! 17 -13 66 
National Airlines 449 9.8 20 4 126 99.8 1282 (a).04  (d)2.59 Nil 84 %-5 __.16() 
Northwest Airlines 56.3 27.8 9.0 3.) 40.5 96.2 103.8 1.1 m (d)1.51 Nil 103% 13-7 4.54(d) 
Pan American 
World Airways _ 57.5 87.2 32.6 14.2 137.2 97.3(g) 95.0 40(g) 75 $25 9% Il -8 
Transcontinental & 
Western Air... 611 78.5 17.8 6.6 (105.9 93.3 98.7 1.53 (d) 63 Nil 195 20%-10 — (d) .76 
United Air Lines........... _ 67.7 «7727.0 A NS 93.7 ‘10.2 88 — (d) .72_ Nil 17 17%4-10%4 —_(d) 1.01 
Western Air Lines... = 4S 11.5 91.6 99.0 62. 26 Nil 4 91fh- 43%, (h) 
(*)—Percentage of Operating Expenses to Operating Revenues. (#)—9 Months ended March 31, 1950. 
(a)—Year ended June 30, 1949. (g)—Based on pending estimated additional U. S. mail revenue. 
(b)—Deficit for the first two months of 1950. (h)—First quarter report estimated at break-even point compared 
(d)—Deficit. to loss of $128,529 in March quarter 1948. 
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Oils 

There has been a recent rapid 
improvement in the position of 
the oil industry. The threat of a 
burdensome fuel-oil inventory, 
created by the mild mid-winter 
weather, was partly relieved by 
late winter’s cold weather; and 
has now been entirely ended by 
the happenstance of a cool spring 
over much of the country, pro- 
longing the heating season. This 
means that the season of rising 
gasoline demand has begun with 
a favorable “inventory balance,” 
permitting a boost in gasoline 
prices. The rise began in the At- 
lantic Coast states and quickly 
spreading to the mid-West... 
Whether Pacific Coast companies 
can follow suit is not clear at this 
writing. With domestic crude out- 
put under reasonably satisfactory 
control—and the big international 
companies using discretion in 
their imports for political rea- 
sons—the previous threat of a 
cut in crude prices has been de- 
ferred at least until late in the 
year. Given a further general up- 
trend in the market, oil stocks 
should fare relatively well, after 
being restrained for months. . 
Those without major foreign in- 
terests now have most appeal. 


Motors 


The best of the automobile 
stocks — General Motors, Chry- 
sler and Studebaker — are in his- 
torically high ground... What 
should one’s attitude on them be? 
To begin with, this is obviously 


214 


not a good time to buy them, 
since they are subject to consid- 
erable cyclical decline sooner or 
later; and since 1950 is no doubt 
the peak year in volume, earnings 
and dividends (if 1949 was not). 
There is an old adage that if you 
would not currently buy a stock 
that you hold, you ought to sell 
it. But that is a decided over-sim- 
plification of the problem. These 
three stocks are still moderately 
priced on 1950 earning power and 
dividends. Continued investment 
and speculative optimism might 
take them somewhat higher, per- 
haps even importantly so. A 
plausible case for permanent in- 
vestment retention of General Mo- 
tors, perhaps also of Chrysler, can 
be made out on the basis of aver- 
age long-term dividends. This col- 
umn would say that sensible pol- 
icy depends on personal objec- 
tives, except in the case of 
Studebaker. Being speculative, 
this stock requires a speculative 





policy of letting profits run, but 
not letting any major part of 
them get away from you. The 
writer would “stop” it about 10% 
under the market. In the case of 
the other two, are you willing to 
be a permanent holder? Can you 
contemplate the certainty of some 
wide future decline with equa- 
nimity? If not, it would be sound 
policy to sell on a scale up. No- 
body can guess the top. Why try? 
If you have large profits in Gen- 
eral Motors or Chrysler, take part 
of them in nearby periods of 
strength. If there is a further 
rise, take some more. Let others 
try for the last 5 points. 


Secondary 


In some cases the premium 
market price that you pay for a 
“Big Name” stock is excessive 
relative to that of a good second- 
ary stock in the same field. For 
one thing, most trustees and insti- 


























INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Certainteed Products ..........................:0005 March 31 Quarter $ .65 $ .50 
NNN 6.55 oo so seicesscgeiconsctncg adr steceen March 31 Quarter 4.76 3.04 
CCRT PE TTIIENED . oosos oc csensscessnsocrecestecssose March 31 Quarter 2.42 1.80 
BPI SRIHORNOTE GOs. oi o0 sc. cccsescccssseseceosaceaseens March 31 Quarter 62 -56 
NE II Rss «055055008 ssc cc cnwensccencbeynseucsens April 1 Quarter 1.87 1.28 
Corning Glass Works.....................c0ccseee ees 12 Weeks Mar. 26 1.22 45 
Radio Corp. of America........................0658 March 31 Quarter 75 37 
Union Bag & Paper Corp......................... March 31 Quarter 1.57 1.46 
American Viscose Corp......................00::066 March 31 Quarter 3.72 3.06 
EROS AR ANN RIAD S sooo pscsecsscebastaasiccssessdnesses March 31 Quarter -66 54 
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tutions will always buy the “Big 
Name” issue. They are interested 
not only in playing it safe, but in 
appearing to play it safe. They 
are less concerned with differen- 
tials in yields than is the indi- 
vidual investor. A “Big Name” 
company may or may not be the 
best-managed in its industry. It 
may or may not be coasting on 
past achievement. Certainly in 
every boom period, some smaller 
and less well-known companies 
come to the fore and gain in sta- 
ture. Careful analysis will indi- 
cate superior investment or specu- 
lative attraction in a number of 
such stocks. 


Example 


The leader of the shoe industry 
is International Shoe. Yet, under 
more competitive conditions last 
year, its decline in earnings was 
among the largest in the industry. 
Net was well under the $3 divi- 
dend, which has since been cut 
to a $2.40 basis. A better relative 
showing was made by the younger 
and smaller General Shoe, operat- 
ing a number of low-cost plants 
in the South, but doing a national 
business. Net last year was down 
only some 16% from the peak 
post-war level and left the $2.50 
dividend covered by a margin of 
64 cents. The stock is now at 
301%, yielding nearly 8.5%, ver- 
sus 6:2% for International Shoe, 
at 39, on the present indicated 
dividend. As between the two, 
this column would take the sec- 
ondary issue. 


Others 


In the auto parts field, such up- 
and-coming medium-sized com- 
panies as National Auto Fibres, 
Sheller Manufacturing and Stand- 
ard Steel Spring are more impres- 
sive on current earnings and divi- 
dends — and on longer-term po- 
tentials—than any of the “Big 
Name” companies. However, no 
good stocks are anywhere near 
bargain levels after an 11-month 
market rise. On a_ speculative 
basis, National Auto Fibres might 
do well over the near and medium 
term, now that the Chrysler 
strike has been settled. Business 
with General Motors, not previ- 
ously done, may sharply raise 
this company’s normal earnings 
base. Net last year was $4.43 a 
share. The dividend rate is $1.60, 
providing a current yield of over 
7.4% at present price of 2114. 
The chart action of this stock, 
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and of the others cited here, sug- 
gests a degree—always indeter- 
minate—speculative potentiality. 


Conservative 


People borrow money for one 
reason or another in good times 
or bad, but more when times are 
good. Thus, the loan volume last 
year of Beneficial Industrial 
Loan, one of the two leading com- 
panies in the small-loan field, was 
about $261 million, compared 
with just under $61 million in an 
acutely depressed year like 1932. 
The profits on this business are 
unusually stable, and have en- 
abled the company to pay good 
dividends each year since it was 
formed, in a merger, in 1929. Ad- 
justed to the present capitaliza- 
tion, the lowest profit was $1.47 
a share in 1932; the highest was 
$2.79 in 1948. The latter will 
readily be bettered this year, since 
net for the first quarter was 84 
cents a share, a gain of about 
38% from a year ago, and quar- 
terly variations are generally 
small. The lowest peacetime divi- 
dend was $1.33, the highest $1.78. 
Under wartime taxes the lowest 
was $1.07 in 1945). A 1214% 
stock dividend was paid last year. 
The present cash rate is $1.50. 
With the stock at 2614, it offers a 
secure current yield of about 
5.6%. Moreover, either a boost in 
the rate or a year-end extra is 
reasonably probable. The stock is 
a conservative slow-mover, both 
ways, but capable of some rise. 
For instance, its 1946 high, on 
earnings of only $2 a share and a 
$1.33 dividend, was about 22% 
above the present level. 

Utilities 

Utility stocks as a group have 
been drifting sidewise since mid- 
March, in a tight trading range. 
Assuming that the general mar- 
ket trend is still upward, this is 
probably a corrective pause after 


a long and persistent—but rea- 
sonably moderate—advance. Cur- 
rent yields are still fairly good, 
averaging over 514%. Over-all 
revenues and earnings are still 
trending gradually up, with the 
peak probably still somewhat dis- 
tant. On the basis of more or less 
normal relationships — between 
earnings and dividends, a number 
of dividend increases very likely 
are ahead. Some likely prospects 
for liberalized payments, either 
in the second half of this year or 
the forepart of 1951, are: Com- 
monwealth Edison, Consolidated 
Edison, Consolidated Gas of Bal- 
timore, Pennsylvania Power & 
Light, Montana Power, American 
Gas & Electric, Ohio Edison and 
Southern Company. 


Video 


Television set business seems 
subject to sharper seasonal sags 
in late spring and summer than 
was radio set business at a siml- 
lar stage of growth. The stocks 
have had a wide reaction because 
they had been made vulnerable by 
a boiling speculation, because of 
the seasonal sag in sales, and be- 
cause of price cuts to be effective 
on new models. However, the mar- 
ket is far from saturated; the 
boom will be resumed; and effi- 
cient manufacturers will make 
good money for another year or 
two, despite downward tendencies 
in prices, which come as no sur- 
prise. The stocks should be 
watched for opportune, specula- 
tive buying levels. 


Groups 

Stock groups recently perform- 
ing better than the market in- 
clude: farm equipments and cop- 
pers, both of which had been lag- 
gards; also aircraft, air lines, 
autos, auto parts, building mate- 
rials, chemicals, electrical equip- 
ment, ethical drugs, oil, paper, 
mail order stocks, and steels. 





























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
WP epan ini Nit oo Ne oo, March 31 Quarter $ .43 $ .79 
Seaboard Oil of Del.....................cccccccc000e March 31 Quarter -90 1.30 
Goebel Brewing ............................ ..... March 31 Quarter -20 30 
Burroughs Adding Machine...................... March 31 Quarter +22 55 
oo? | ie Oe en March 31 Quarter .89 1.26 
Tidewater Associated Oil Co..................... March 31 Quarter -94 1.38 
Paraffine Companies ............................ . March 31 Quarter 41 55 
OCI MN oo oct a csiadas lt vancceseccearees March 31 Quarter 1.30 1.45 
American Bank Note .............................. March 31 Quarter -26 85 
Doehler-Jarvis Corp. .....................0....0000 March 31 Quarter 1.00 1.60 
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With the exception of a relatively few laggard lines, 
chiefly in soft goods, business continues to hum and optimism 
about the outlook for the second half is almost unanimous. 
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Normally this would be 
enough reason to pause 
and reconsider. But right 
now, those who insist on 
looking for a dark side find 
pa little to hook into and 
make a convincing case, as 
far as the shorter term is 
concerned. This doesn’t 
mean that there isn't a 
good deal of the kind of 
self-questioning which has 
been characteristic of the 
postwar period. There is 
widespread realization that 
the current boom is impor- 
tantly sustained by mort- 
gage and instalment credit, 
the former sparking build- 
ing activity, the latter in- 
creasingly used to finance 
heavy sales of autos, ap- 
pliances, household goods, 
etc. However, there is no 
reason to assume that credit 
will suddenly tighten and 
~ a halt to all that. As 
ong as demand holds up, 
iedit will be available. 
What about demand? 
One facet of the boom is 
the extraordinary vigor of 
current demand, based on 
high incomes, high employ- 
ment and a high rate of 
capital investment. It is not 
likely to collapse overnight, 
and there are few signs of 
any serious check to the 
flow of incomes. Sooner or 
later, of course, there must 
be an easing of the auto 
and housing booms, par- 
ticularly if current high pro- 
duction rates continue. And 
incomes, increasingly, are 
being mortgaged ahead by 








instalment obligations. The 
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latter is keenly felt in soft goods lines, in view of consumer 
atest for hard goods. It may in time dampen hard goods 
ines too. Autumn may throw more light on this. 

Meanwhile production is again riding the top of the curve. 
The Federal Reserve Board's production index in April 
snapped back to 188%, of the 1935-39 average, and by now 
should have topped 190%, compared with a postwar peak 
of 195% in the fall of 1948. Employment is on the rise and 
seems headed for a new postwar peak this summer, with un- 
employment in April down to 3.5 million. New orders for 
machinery are running ahead of sales for the first time since 
1947 and mounting order backlogs spell well maintained 
business later in the year. 

In industry there are signs of willingness to enlarge capital 
expenditures. This in itself reflects improved confidence but 
also further preparations to cope with highly competitive 
markets. On the other hand, there has been relatively little 
increase in factory and wholesale inventories despite firming 
price trends. Because of the latter, this may reflect inability 
rather than reluctance to add to stocks. Actually, increased 
production schedules have eaten into inventories somewhat 
faster than they could be replaced, and it would not surprise 
if this will necessitate some inventory build-up in the next few 
months to protect the higher production rate. This will further 
support business activity as it no doubt is already doing. 


Retail Trade at Peak 


Consumer spending is at a peak but with heavy emphasis 
on hard goods. First quarter retail sales aggregated $29.7 
billion or one per cent more than in the comparable 1948 
quarter, made possible principally by big demand for autos, 
television sets and things for the home. A year ago, the 
figure was $28.8 billion. April retail sales are estimated at 
close to $10.9 billion. Soft goods lines continue to get a 
smaller piece of the pie. Judging this trend correctly, retailers 
of soft goods played short on the Easter market and conse- 
quently will have fewer mark-downs to cut into profits. They 
should do a little better in the next few months, if only for 
seasonal reasons, but no real improvement appears in sight 
so long as hard goods purchases cut deeply into consumer 
pocket books. 

As already indicated, the expansion of housing credit and 
of consumer borrowing for the purchase of durables seems to 
cut both ways in business sentiment. The stimulating effects, 
while the expansion lasts, are fully recognized, but many 
wonder how long it can run and what the drop in purchasing 
oa and activity will be when it ends. It is one reason why 

usiness as a whole is inclined to exercise restraint, putting 
emphasis on turnover and inventory control. And this very 
attitude is bound to smooth any bumps that may occur later 
on. While there is optimism, there is no super-optimism. 
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The Business Analyst 





MONEY AND CREDIT — Our index of 325 active common 
stocks extended its gain during the fortnight ended May 6, 
with both the 100 high priced stocks and 100 low priced stocks 
penetrating their 1948 highs by a narrow margin. Backward- 
ness of medium priced stocks, adios halted the combined 
average at a level 1!/2 points short of its 1948 high. The high 
priced stocks extended their advance during the second week 
of the fortnight; but profit taking in TV stocks sparked a gen- 
eral reaction in our index of low priced stocks which came 
within a point of cancelling the previous week's advance. Dur- 
ing the fortnight, 20 of our 46 group indexes made new highs 
for various periods, including a new high since 1930 for finance 
companies, and 2 groups sagged to new lows for the year, as 
tabulated on the second page following. The gold mining 
group, which has been reactionary in recent weeks, rallied a 
little following announcement that South Africa, contrary to 
the wishes of the International Monetary Fund, has reserved 
the right to sell her gold at the highest price obtainable in the 


world’s free markets. It is also reported that the Swiss National — 


Bank may resume issue of gold coins which had been sus- 
pended on September 9, 1947, in deference to wishes of the 
International Monetary Fund of which, however, she is not a 
member. It is argued that there is no longer much speculative 
demand for gold, for which the premium in free markets has 
dropped to only 8%, since the Communists overran China. New 
York bank stocks rallied to the best average level since March 
18, following release of the F. D. |. C. report that the nation’s 


commercial banks showed an increase of 12% in net profits _ 
last year, compared with 1948. Almost half of gross earnings . 


came from income on bank loans, which rose 10% to a new 
all-time peak. High grade corporate preferred stocks advanced 


fractionally during the fortnight; but high grade rail bonds | 


eased off to the lowest average price since last December 3, 
and foreign government dollar bonds to the lowest level in a 
month. The restricted Victory 2!/2s sagged to the lowest price 
since last June 25; but the unrestricted series crept up to the 
best price in 5 weeks. During the fortnight ended April 26, 
weekly reporting member banks showed further contraction of 
$242 million in commercial loans, but all other classes of loans 
expanded an additional $119. Holdings of U. S. securities 
were off another $10, while other investments rose an addi- 
tional $40 million. Demand deposits expanded $644 million, 
largely in consequence of Government deficit spending. Dur- 
ing the fortnight ended May 3, Federal reserve banks acquired 
$301 million of Government securities, thereby causing expan- 
sion of $200 million in member bank reserve balances. The 
Treasury's cash balance dropped $654 million during the fort- 
night, j hoes a rise of $200 million in the Federal gross debt. 
The budget deficit mounted $1,055 million during the fort- 
night, reaching a total of $3,020 million for the fiscal year to 
May 3. A year ago there was a surplus of $1,629. The Treasury 
is currently financing its deficit spending by selling 91-day bills 
to the amount of about $100 million weekly in excess of soln: 
tions, and this program is expected to meet Uncle Sam's money 
needs up to at least July 1, when the new fiscal year begins. 
Political disregard of business prudence has not yet contami- 
nated the World Bank, if one may judge from its report of 
credit operations for the nine ein ended March 31, which 
shows net earnings of approximately $9.9 million after special 
reserves of $4.2 million, compared with earnings of only $7.4 


MAY 20, 1950 


HIGHLIGHTS 












MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 


















































7S 
TOTAL LOANS & 
INVESTMENTS 
65 f 
55 
* DEMAND DEPOSITS 
| < 1d si “wae 
| 24S 
i” A INVESTMENTS IN 
ig° U.S. GOVERNMENTS 
0 ~~ 
2 35 Lear MONEY N CIRCULATION 
25 a is eee ee ! 
TOTAL LOANS 
BUS: PS tq aera: 
=.=, '* =m. | 
COMMERCIAL LOANS 
s LLL LIT L  LLY 
JFEFMAMITASONDJI FMANIVIASOND | 
1949 19590 7 


million, after reserves of $3.7 million, for the corresponding 
period a year ago. 


TRADE—Department Store sales in the fortnight ended April 
29 averaged 3%, above last year, measured in dollars, com- 
pared with a cumulative decline of 3°% for the year to date. 
Sales at wholesale picked up encouragingly in March, leaving 
a year-to-year decline of only 1% for the first quarter. Our ex- 
cess of exports over imports expanded to $204 million in March, 
from $171 million in February; but the March gap was still less 
than half of last year’s for that month. 


INDUSTRY—Business activity again turned upward sharply 
after a few weeks of leveling off; but demand for soft goods is 
rather slow at the moment, influenced by the scramble for hard 
goods spurred by easy credit. 


COMMODITIES—Raw material spot prices climbed to best 
average level since May 21 of last year. Commodity futures 
indexes highest since December 27, 1948. 

Better than normal seasonal gains in bank debits, electric 
power output and carloadings were mainly responsible for a 
sharp upturn of 1.7%, in the nation’s physical volume of Busi- 
ness Activity during the closing fortnight of April, thereby 

(Please turn to the following page) 
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Latest Previous re- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Menth Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) | April Ill 1.16 1.28 1.55 (Continued from page 217) 
Cumulative from mid-1940___.... — | April 395.3 394.2 380.8 13.8 widening to 7.9%, the margin of increase 

FEDERAL GROSS DEBT—$b May 3 255.7 255.5 251.6 55.2 | over a year ago. Incomplete returns point 

to further expansion for the first week of 

MONEY SUPPLY—$b May. 

Demand Deposits—94 Centers... | Apr. 26 47.1 46.6 46.2 26.1 * * * 
Currency in Circulation... | May 3 27.1 22.0 27.5 10.7 This publication's Business Index ad- 

BANK DEBITS—13-Week Avge. vanced in April to 197.6% of the 1935-9 
New York City—$b....._____.. ] Apr. 26 9.05 9.0 8.32 4.26 | average—3.6 points ahead of March, and 
93 Other Centers—$b..___....__ | Apr. 26 12.86 12.85 12.27 7.60 | 7.4%, above April of last year. On a per 

PERSONAL INCOMES—$b (cd2) _| Feb. 222.222! 214.102 | Capita basis, the index for April registered 
Sedieins sill ile Feb 169.3% of the 1935-9 average, compared 

OEE = cee eb. 139 139 138 66 : je : 
Proprietors’ Incomes......_____... | Feb. 44 47 47 23 with 166.6 in March and 161.6 for April, 
Interest and Dividends_._____. Feb. 17 17 17 10 1949. 7 * i 
Transfer Payments... || Feb. 22 18 12 3 Z P ; 

(INCOME FROM AGRICULTURE) Feb. 19 19 23 10 As predicted in this department about 

two months ago, the Census Bureau's report 

POPULATION—m (e) (cb) Apr. 151.2 151.0 148.5 133.8 | on Employment for early April discloses 
Non-Institutional, Age 14 & Over... | Apr. 110.5 110.4 = 109.4 = 101.8 | marked improvement in the labor market. 

Labor Force Apr. 63.5 63.0 62.3 57.5 | Employment rose 1,117,000 from a month 
Military Apr. 1.33 1.35 1.49 1.89 | earlier and topped the year-ago level by 
Civilian Apr. 62.2 61.7 60.8 55.6 849,000, or nearly 2°%—about the same 

Unemployed Apr. 3.5 4.1 3.0 3.8 | rate of increase shown by the population. 

Employed Apr. 58.6 = 57.5 57.8 51.8 | Unemp!oyment dropped 608,000 between 
In Agriculture... | Apr. 7.2 6.7 7.8 8.0 | March and April; but was still 499,000 
Non-Farm Apr. 515 50.9 50.0 43.8._- | above a year ago, largely because the 

At Work Apr. 49.9 49.2 48.6 43.2 | labor force has been growing faster than 

Weekly Hours____________._ | Apr. 40.8 41.2 41.5 42.0 | the population. 

Man-Hours Weekly—b..__.____.. Apr. 2.04 2.03 2.02 1.82 * * * 

EMPLOYEES, Non-Farm—m (Ib) Mar. 42.3 41.7 42.9 37.8 Expenditures for new Construction in 
Government Mar. 5.7 5.7 5.8 4.8 | April were the largest for any month in his- 
Factory Mar. 11.6 11.6 11.9 11.7 | tory —10% ahead of March, and 24% 

Weekly Hours Mar. 39.7 39.7 39.1 40.4 | above April of last year, compared with a 

Hourly Wage (cents)..__. | Mar. 142.5 142.0 140.0 77.3 | four-months’ increase of 20°. April's home 

Weekly Wage ($).__..-_... | Mar. 56.57 56.37 54.74 31.23 | building was 11% above March and 

PRICES—Wholesale (Ib2) May 2 1543 153.7 155.3 925 | topped April, | 949, by 62%, against an 
Retail (cdlb) Feb. 183.3 1838 1892 1162 | increase of 50 /o for _ ies. 

= LIVING (Ib3) oa ne oon ip ae The Housing Boom is being financed 
Clothing a ax ee ek: Saeee by billions of Government credit. There is 

ar. ° . . . ee 
Riss even a rising demand for homes of 20-year 
Mar. 122.9 122.8 119.9 107.8 ° ° ° ° 
or older vintage which, despite rebounding 

RETAIL TRADE —$b prices, are still cheaper and more durable 

Retail Store Sales (cd). | Mar. 10.92 9.28 10.53 4.72 |than modern mushroom dwellings. Two- 
Durable Goods. | Maar, 3.64 3.05 3.28 1.07 | family houses are in especial demand by 
Non-Durable Goods.....__.__ | Mar. 7.28 6.23 7.25 3.65 | shrewd buyers who plan to occupy one half, 

Dep't Store Sales (mrb)._._-- | Mar. 0.75 0.59 0.75 0.42 | and hike the rent on the other half after 

Retail Sales Credit, End Mo. (rb2)_. Mar. 9.55 9.44 7.48 5.46 | controls expire. 

MANUFACTURERS’ ad . ws 

New Orders—$b(cd) Total.._ _ | Mar. 20.5 18.0 18.0 14.6 Spurred by the added lure of Easy 
Durable Goods Mar. 9.5 7.5 7.2 7.1. | Credit, people are deferring purchases of 
Non-Durable Goods...___._____ | Mar. 11.0 10.5 10.8 7.5 | clothing and household soft goods in order 

Shipments—$b(cd)—Total ____ | Mar. 19.8 17.3 19.2 8.3 | to gratify pent-up yearnings for hard goods 
Durable Goods Mar. 8.5 7.1 8.2 4.1 | such as housing, automobiles, refrigerators, 
Non-Durable Goods..________ | Mar. 11.3 10.2 11.0 4.2 | air conditioners, washing machines, vacuum 

BUSINESS INVENTORIES, End Mo. cleaners, television receivers, radio sets, etc. 

Total—$b (cd) Feb. 54.2 53.8 58.8 28.6 | The startling contrast between demand for 
Manufacturers’ shcscmaang ee 31.2 31.3 34.6 16.4 |hard and soft goods in recent months is 
Wholesalers’ Feb. 9.2 9.1 9.2 4.1 | highlighted by the Federal Reserve Board's 
Retailers’ Feb. 13.8 13.4 14.5 8.1 | report on Consumer Credit outstanding at 

Dept. Store Stocks (mrb) | Feb. 2.1 1.9 2.1 1.4 |the end of March, which discloses that 

BUSINESS ACTIVITY—1—pc Apr. 29 170.9 169.0 161.2 141.8 -|¢harge accounts extended by soft goods 
(M. W. S.)—!—np.__ | Apr. 29 199.4 197.1 1848 1465 |retailers have expanded by only 3% dur- 
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Lotest Previous Pre- 
Wk.or Wh.or Year Pearl PRESENT POSITION AND OUTLOOK 
»K Date Month Month Ago _— Harbor* 
—_ INDUSTRIAL PROD.—1—np (rb) Mar. 186 181 184 174 ing the past 12 months, whereas the volume 
Mining —. Mar. 143 118 136 133 of automobile sales credit has risen 60%. 
ase Durable Goods Mfr... | Mar. 212 207 223 220 * * * 
dint Non-Durable Goods Mfr.............. Mar. 179 180 168 151 Also, the TV stay-home influence is cur- 
of CARLOADINGS—t—Total Apr. 29 745 723 785 833 tailing the business of motion picture and 
Manufactures & Miscellaneous... | Apr. 29 371 364 350 379 other theatres, restaurants, bakeries, and 
Mdse. L. C. L Apr. 29 85 84 95 156 purveyors of beverages and ice cream. To 
ad- Grain Apr. 29 44 42 45 43 stimulate business, some department stores 
5-9 are advertising no-down-payment charge 
1nd ELEC. POWER Output (Kw.H.) m Apr. 29 5,902 5,846 5,304 3,267 account service, but many stores are reluc- 
per SOFT COAL, Prod. (st) m Apr. 29 Het 11.2 11.7 10.8 | tant to court the risk, even though collec- 
red Cumulative from Jan. tw... Apr. 29 141 130 176 446 tions are still holding up well. 
red Stocks, End Mo renee . | Mar. 28.1 246 60.5 61.8_ x * x 
ril , 
pr, PETROLEUM—(bbIs.) m The Commerce Department's _—-> 
Crude Output, Daily... | Apr. 29 5.0 5.0 5.0 4.1 New Orders and shipments for March dis- 
Gasoline Stocks... | Apr. 29 129 131 125 86 closes sharp increases over February and a 
jout Fuel Oil Stocks... | Apr 29 39 40 60 94 ear ago, with durable goods far in the 
ort Heating Oil Stocks... | Apr. 29 37 37 50 55 ae For Durables, new orders were 27°, 
SES ¥ t 
ket LUMBER, Prod.(bd. ft.) m Apr. 29 goo 800 -686+~=«staz_-—«| Ahead of February and 32%, above las 
‘ year. For Nondurables, new order gains 
nth Stocks, End Mo. (bd. ft.) b..... | Feb. 7.0 7.0 7.5 12.6 bs = z 
were only 5%, and 2%, respectively. Ship- 
by STEEL INGOT PROD. (st) m Mar. 7.44 6.79 8.18 6.96 |ments of Durable goods in March were 
me Cumulative from Jan. | Mar. 22:2 14.7 24.1 74.7 20%, above February and 4%, over a year 
ion. H 
oe eons Gnmenmeneen _ aie on the gains were 
000 AWARDS—$m (en) May 4 250 219 129 94 /o an To: 
me Cumulative from Jan. | May 4 3,730 3,480 2,645 5,692 * ™ ° 
, ‘ March orders for Machine Tools spurted 
an ar sam wa to the highest total since mid-1946—more 
mene Ser Sates 18)? a - soi = eo than double the 1949 low touched last July. 
Hosiery Production (pairs)m | Feb. 156 154 137 150 snes Pa 
; , | Trade authorities, pointing to the record 
: ie Footwear Production (pairs)m | Feb. 39.3 38.7 37.1 34.8 f h buildi dict th 
hi Motor Vehicles, Factory Sales—t | Mar. 579 479 518 352 pow ¢ new Nome Hee predict that 
a Cigarettes, Domestic Sales—b | Mar. 32.1 25.6 31.4 17.1 Furniture shipments this year will come 
te Whiskey, Dom. Sales (tax gals.)m... | Mar. 5.5 4.0 4.2 8.1 | close to the 1948 record high. 
na 
me b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
and taxes. cdl/b—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
ai adjusted Index (1935-39—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—1!00). Ib3—Labor Bureau (1935—100). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
sation for Population growth. pe—Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 
ced THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
e is 
jear No. of —— 1950 Indexes —————— (Nov. 14, 1936, Cl—100) High Low Apr.29 May6 
lin Issues (1925 Close—I!00) High Low Apr.29 May 6 100 HIGH PRICED STOCKS 92.97 86.35 91.86 92.97D 
a 325 COMBINED AVERAGE 150.1 134.7 150.1B 150.0 100 LOW PRICED STOCKS 183.25 151.88 183.25D 181.01 
‘wO- 4 Agricultural Implements 207.5 188.5 196.0 200.6 5 Investment Trusts... 78.3 71.0 75.8 78.3D 
ib 10 Aircraft (1927 Cl.—100) 238.8 170.8 233.8D 226.3 3 Liquor (1927 Cl.—100) 897.6 808.6 851.5 841.0 
" 6 Air Lines (1934 Cl_—100) 527.1 451.7 518.1 515.9 11 Machinery 162.8 145.4 161.5 162.8B 
alt, 7 Amusement ...... ; 104.4 91.5 95.5 95.1 3 Mail Order ..... 116.6 105.4 114.9 116.6B 
ifter 10 Automobile Accessories ...... 229.1 195.6 229.1C 225.5 3 Meat Packing 98.0 85.9 94.8 95.3 
12 Automobiles 36.0 28.5 36.0B 35.0 12 Metals, Miscellaneous 162.4 139.9 159.7 162.4B 
3 Baking (1926 Cl._—100) 23.3 19.8 19.9 20.3 4 Paper 45.1 39.5 45.1B 44.0 
3 Business Machines 276.5 253.4 264.3 266.1 30 Petroleum 274.4 241.8 266.7 274.4B 
asy 2 Bus Lines (1926 Cl_—100) 176.6 153.0 167.7 168.3 27 Public Utilities 153.8 141.0 150.2 151.3 
15 of 5 Chemicals me . 289.3 256.4 286.6 289.3D 5 Radio & TV (1927 Cl—I00) 35.3 18.1 34.9 31.4 
oder 3 Coal Mining 14.3 12.3 12.6 12.6 9 Railroad Equipment 50.7 43.9 45.1 46.4 
d 4 Communication 63.6 41.9 61.0 63.6D 24 Railroads 25.7 22.3 25.3 25.7B 
0S 9 Construction eo, JGoee 61.0 63.7 63.8 3 Realty 34.7 30.8 34.1 34.7D 
tors, ST CONAIONS 2 331.9 309.0 331.9B 326.9 3 Shipbuilding . 160.7 139.7 160.70 155.5 
uum 9 Copper & Brass 93.9 80.3 93.4 93.9A 3 Soft Drinks 391.6 338.2 365.3 357.9 
ete 2 Dairy Products : 78.2 TZ 75.8 77.6 15 Steel & Iron ...... : _.. E22 96.1 111.6 112.7B 
7 5 Department Stores 61.2 56.6 60.3 Sno 3 Sugar . a eee _. 53.6 49.0 50.2 50.0 
1 for 6 Drugs & Toilet Articles... 205.8 1852 202.2 205.8C 2 Sulphur 352.1 319.5 347.6 348.6 
is IS 2 Finance Companies 352.8 319.9 342.5 352.8S So lestiles os 139.9 119.9 133.1 132.6 
ird's 7 Food Brands ........... .. 180.9 174.5 177.5 176.0 3 Tires & Rubber 38.2 32.0 37.5 37.8 
ai 2 Food Stores .......... 108.0 93.4 95.8 101.7 6 Tobacco . E 88.2 81.5 82.6 81.5a 
. 3 Furniture 78.8 69.0 77.1 75.5 2 Variety Stores 352.3 342.6 343.7 342.6 
t “4 4 Gold Mining... ....... 753.5 639.8 639.8 651.2 19 Unclassified (1949 Cl—100) 107.6 100.0 107.1 —107.6A 
90a0S 
dur- New HIGH since: A—1949; B—1948; C—1947; D—1946; S—1930. a—New LOW this year. 
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Trend of Commodities 





Commodity price indexes, spot and futures, advanced dur- 
ing the fortnight ended May 6 to new highs for over a year. 
Among the metals, No. 1 heavy melting scrap, the chief steel- 
making grade, rose to $35-$36 a ton — highest price since 
March, 1949; but still well below the $43 post-war high reached 
in 1948. Lead and zinc were each raised an additional half 
cent and foreign-mined silver went up a cent at New York, 
the first increase in over a year. Tin, on the other hand, de- 
clined a cent. Hides advanced in the spot market while futures 
declined. Cotton was off in both markets; but rubber and wool 
were buoyant. The decline in hide futures was occasioned by a 
report that 150,000 to 200,000 cattle hides had been sold to 
American interests by Argentina at prices 20% to 24% under 
previous offerings. This represents one of the few sales made 


to us in the past 2!/, years; but in pre-war years Argentina was 
a traditional heavy supplier of hides to American processors. 
Hog prices at Chicago have climbed to the highest level since 
mid-February, despite withdrawal of Government supports. 
The E. C. A. has granted Britain $35 million to buy wheat from 
Canada under the Marshall plan. Canada will probably use 
these dollars to buy something else from us. U.S. grain experts 
foresee U. S. ownership of half the nation’s corn supply by 
May 31. The price of natural rubber at New York has soared 
to 25!/, cents, only 3/10 cent below the post-war high reached 
in 1947 after termination of five years of Government price 
fixing at 22!/2 cents. Less than a year ago, rubber was a drug 
on the market around 16 cents—2!/, cents below the Govern- 
ment fixed price for the synthetic product. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
May8 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities 256.0 250.9 247.0 246.8 249.1 242.9 156.9 
11 Imported Commodities .. 256.2 253.2 251.0 252.9 262.6 248.4 157.3 
17 Domestic Commodities .. 255.8 249.4 246.1 242.8 240.8 249.4 156.6 


RAW MATERIALS SPOT INDEX 
FEB. MAR. APR. 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 





1950 1949 1947 1945 1941 1939 1938 1937 
High 142.0 161.5 164.0 95.8 85.7 783 65.8 93.8 
Low 134.2 134.9 1264 93.6 743 61.6 57.5 64.7 
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Date 2 Wk. 1 Mo. 3 Mo. 6 Mo. | Yr. Dec. 6 
May8 Ago Ago Ago Ago Ago 194! 
7 Domestic Agriculture... 322.1 312.4 308.5 301.6 291.2 287.3 163.9 
I 2ROCOMONS a 330.1 316.2 311.8 307.8 296.6 278.8 169.2 
16 Raw Industrials .......... 224.4 222.3 219.4 219.9 228.4 230.8 148.2 


COMMODITY FUTURES INDEX 
FEB. MAR. — ARR. 
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Average 1924-26 equals 100 


1950 1949 1947 1945 1941 1939 1938 1937 


. 143.41 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
_. —— 131.21 122.45 117.14 93.90 55.45 46.59 46.03 52.03 


High 
Low 
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Keeping A breast of Judustrial 


¢ and Company News - 





Formation of the Dyes and Chemical Export De- 
partment has been announced by American Cyanamid 
Company. This new division will handle all foreign 
activities in connection with the products of the com- 
pany’s Calco Chemical Division except pharmaceuti- 
cals. Products of the Industrial Chemicals, Plastics 
and Resin Divisions will also be handled by the new 
unit, thus broadening the scope to include dyes and 
pigments, rubber chemicals, plastic molding com- 
pounds and heavy chemicals. Mr. Frazer M. Moffat, 
Jr. will direct operations of the Export Department. 


Shell Oil Company this year will use 6200 24-sheet 
outdoor advertising boards in a record-breaking pro- 
motional campaign, and by the use of KOLITE 
black-light and chemically treated inks, some strik- 
ing effects will be produced. The KOLITE black- 
light induces a three-dimensional effect and “brings 
to life” the special fluorescent coloring at night. In 
combination, the two media will give Shell Oil all 
of the advantages of Neon lights without the high 
cost of installing and operating them. The colors to 
be used are about ten times as brilliant in day or 
night than ordinary colors. To arrest attention, three 
dual 80-watt fixtures will work in conjunction with 
flasher white lights, and when they go out, the 
KOLITE brilliantly vibrates the fluorescent inks. 


To extend its diversification program, Pressed 
Steel Car Company has acquired three steel prod- 
ucts manufacturing companies. One of these, the 
Rice & Adams Corporation, produces milk-can wash- 
ing and dairy equipment. In quite another field is 
the C. R. Jahn Company, a leading maker of heavy- 
duty, low-bed truck trailers. Equally unrelated to the 
buyer’s normal activity is the business of the Erie 
Manufacturing Company, Inc., of Chicago, world’s 
largest and oldest manufacturer of automobile radi- 
ator grille guards. 


Purchase of the Chemicals Division of the Glenn 
L. Martin Company by the United States Rubber 
Company brings into the latter organization a resin 
plant in Ohio, laboratory equipment in Baltimore 
and numerous patent rights. For U. S. Rubber, the 
purchase is part of a long range program to expand 
activities in the chemical field. 


The most energetic electron beam ever formed in 
open air has been producd by technicians in the 
General Electric Company’s research laboratories. 
This beam of 70 million-volt electrons may open the 
way to new methods of treating disease. For some 
time past a synchrotron, one of the newer types of 
atom-smashers, has been generating X-rays of about 
80 million volts energy, but only recently has it been 
found possible to extract from within the device’s 
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vacuum tube the electrons that whirl around inside. 
As scientists believe that these high-voltage rays 
may be more advantageous for some therapeutic 
treatments than ordinary X-rays, especially in 
reaching such maladies as deep-seated tumors, Gen- 
eral Electric is constructing one of the new synchro- 
trons for the Medical School of the University of 
California. 


Decentralization of facilities to offset rising 
freight costs and to shorten delivery time has be- 
come a major goal of Revere Copper and Brass, Inc. 
In line with these policies, the company has recently 
acquired a sizable plant formerly occupied by the 
Goodyear Footwear Corporation in Clinton, Illinois, 
for the production of Revere Ware copper clad stain- 
less steel cooking utensils. The new plant should be 
in operation by September, 1950, and should service 
the mid-west and south in less than half the time 
formerly required. A Revere plant in Riverside, 
California, services the Pacific area with equal 
effciency, as has long been the case with the Rome, 
New York plants as far as the Atlantic seaboard is 
concerned. 


After long tests of new synthetic resilient fibre 
last year, Simmons Company plans to intensively 
promote sales of mattresses made from this mate- 
rial, called Caslen, a product made by a subsidiary 
of Bristol-Myers Company. Caslem is light in 
weight, resistant to vermin and compares favorably 
with the cost of other materials used by mattress 
manufacturers. Additionally, its cleanliness, control- 
lability and freedom from allergy-producing dust 
make it an ideal cushioning material, according to 
its sponsors. 


The board of directors of Seiberling Rubber Com- 
pany has changed its by-laws to permit one person 
to fill the office of president and chairman of the 
board. In consequence of this step, J. P. Seiberling, 
the company’s president, will hold both posts and 
succeed his father, F. A. Seiberling, who resigned 
as chairman on February 1. The newly elected chair- 
man originally planned to be an attorney but turned 
to the rubber business in the footsteps of his father, 
who founded Goodyear Tire & Rubber Company and 
Seiberling Rubber Company. His son has served as 
president since 1938, then also succeeding his parent. 


Forward looking managements in the steel indus- 
try still see room to expand capacity on an extensive 
scale, to judge from a recent announcement by the 
Board of Directors of Allegheny Ludlum Steel Cor- 
poration. This firm plans to start a new $23.6 million 
plant improvement program to supplement its nearly 
completed postwar program that involved $30 mil- 
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lion. By constructing a new hot strip mill and addi- 
tional cold rolling facilities in two present plants, 
the company’s product range will be widened while 
improving quality and lowering operating costs. Ad- 
ditionally, Allegheny Ludlum’s operations will be 
more fully integrated and the company can better 
keep abreast with increasing demands for high-alloy 
steels and electrical steels. 


C. E. Loomis, one of the top engineers for Colum- 
bia Gas System, has been named to the newly cre- 
ated post of Assistant Vice-President of the System. 
Mr. Loomis first joined the organization as statis- 
tician of one of the System’s operating companies, 
later joining the engineering staff in the New York 
office. He will act as chief assistant to executive 
Vice-President George S. Young. 


Eight years of laboratory work and field testing 
by Minnesota Mining and Manufacturing Company 
has resulted in development of still another new and 
interesting item by this vigorous concern. The latest 
addition to the M & M family is a paste-like material 
with an aluminum base designed to fill in dents, 
scratches and holes on automobile bodies and 
fenders. Known officially as the “3M Metal Filler,” 
it acts as a body solder without the need of heat or 
tinning compounds. The new filler can be easily 
applied by a squeegee or knife and is tough enough 
to stand any form of hard sanding to produce 
feather edging. The drying time is rapid and the new 
filler has unprecedented high or low temperature 
resistance. The market potentials of the new ma- 
terial seem unlimited and production is now in full 
swing, with nationwide distribution. 


The world’s largest producer of steel shipping con- 
tainers, Rheem Manufacturing Company, has de- 
veloped an interesting new way to expand the com- 
pany’s sales horizon. By introducing multi-color 
lithography to the exterior of 55-gallon steel drums, 
new avenues in packaging and merchandising oils, 
chemicals, foods and other products have been 
opened. Veteran steel container men describe the 
new process, called Rheemcote, as the first major 
improvement in this field in a quarter of a century. 
Several years of research and an initial investment 
of a million dollars made the development possible. 
A specially designed press that handles large sheets 
of heavy-gauge metal as a conventional press 
handles paper is used, and can color-print 3 x 6 feet 
sheets of 18-gauge steel at a rate of 4200 sheets an 
hour — more than 75 tons. Another specially de- 
signed machine forms and welds the lithographed 
sheets into drums without marring the glistening 
surface. 


Transfer of the Television Picture Tube Division 
of the Remington Rand Laboratory of Advanced 
Research to the Reeves Soundcraft Corporation has 
been announced. Included will be the facilities for 
manufacturing the new Remington Rand “rectangu- 
lar” television tube for home receivers. The seller 
was the first company to produce and market the 
16-inch rectangular tube that has made possible a 
larger screen area on the receiver box. Lieut.- 
General Leslie R. Groves, vice-president of Reming- 
ton Rand in charge of the laboratory, has explained 
the disposal of the tube faciilties as necessary in 
order that his company could concentrate on new 
television tube developments. 
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Pan American World Airways claims to have cut 
the very expensive costs of crew training in two by 
the use of the novel Dehmel trainer, besides in- 
creasing crew coordination and efficiency in the oper- 
ation of the new double-decked Clippers. Built to 
the exact replica of a Stratocruiser’s flight deck, the 
device officially termed the Curtiss Wright Elec- 
tronic Flight Simulator creates sensations of flight 
in a double-decked Boeing with amazing fidelity. The 
principal contribution to training pilots and crews is 
that it develops coordinated thinking between crew 
members so that when an emergency arises, they 
react with split-second efficiency. Veteran pilots 
have the highest praise for the device, but have been 
known to leave the trainer weak and shaken after 
the two-hour “flight,” in which every kind of flying 
conditions is experienced. 


A collection of over 100,000 foreign fabrics of 
natural and synthetic fibers has been assmbled by 
the Rayon Division of E. I. du Pont de Nemours, 
representing the fruit of more than 25 years’ pro- 
gressive work. The collection is intended primarily 
for use by mills and converters, as well as for the 
entire textile market, with the hope that it may 
serve as an inspiration for new fabrics, weaves, 
colors and print designs. Cataloguing has been com- 
pleted, with eight broad divisions and 59 sub- 
divisions, and the samples are mounted on cards 
(3 easy reference in the company’s New York 
offices. 


The shrinking demand for new buses has induced 
one large manufacturer of these transports, ACF- 
Brill Motors Company, to offer rental as well as 
sales terms to its pétential customers, along lines 
similar to those recently formulated in the freight 
car industry. A down payment on the rent plus a 
lease extending over perhaps ten years, would save 
municipalities some headaches over budgetary prob- 
lems or bond issues. As total rents probably would 
equal the sales value of the buses plus interest, the 
program differs little from extended time payments, 
but as this company apparently can finance itself in 
the undertaking and may succeeed in swelling its 
revenues by the new method, the new plan may 
prove fruitful. 


For the first time in the history of communica- 
tions, direct teleprinter contacts on an international 
scope will be available now for the general public. 
A new two-way radio teleprinter service between 
New York City and the Netherlands was introduced 
recently by Radio Corporation of America and chris- 
tened TEX. To clarify the operation of the new 
service at its opening, RCA through the use of 
special television equipment threw the incoming and 
outgoing messages on a screen as they were trans- 
mitted across the ocean, thus virtually establishing 
visual conversation. 


Hardly a day seems to pass when chemical re- 
searchers do not come forth with another interest- 
ing development. Monsanto Chemical Company, for 
example, announces the discovery that its moth con- 
trol, Santochlor, has been successfully employed to 
prevent mildewing of stored wool, cotton, leather 
and paper products. In summer months or in very 
warm and humid areas, the company expects wide- 
spread demand for this product to develop. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Celotex Corporation 

Celotex Corporation’s earnings in 
1948 amounted to $7.21 a share and this 
was so encouraging that I bought a few 
shares of the stock. Earnings declined 
sharply last year and dividend was cut 
to $1.00 annually. With the biggest home 
building in United States history ex- 
pected this season, I have not lost hope 
in the company’s comeback to better 
earnings, provided their products meet 
with builders’ general approval. Please 
advise on prospects over coming months. 

M.S., Rochester, N. Y. 

The Celotex Corporation for the 
three months ended January 31, 
1950 reported net income of $250,- 
689.34, after all charges and pro- 
vision for taxes on income. This 
equaled 20c per share on the 905,- 
472 shares of common stock out- 
standing at January 31, 1950, after 
dividend requirements for the 
quarter of $64,215.63 on 256,86214 
shares of preferred stock out- 
standing. The income for the three 
months ended January 31, 1949 
was $455,630.96 which after pre- 
ferred stock dividend require- 
ments equaled 43c per share of 
common stock. 

Net income of the Celotex Cor- 
poration in the fiscal year ended 
October 31, 1949, was $1,149,190 
after all charges and provision for 
income taxes, compared with in- 
come of $6,785,188 on the same 
basis in the preceding year. 

After preferred stock dividend 
requirements, the net earnings 
equaled $1.86 a share on 905,472 
shares outstanding, as compared 
with $7.20 per share on the same 
number of shares the year before. 

Net sales were $38,362,459 
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compared with $54,190,341 in the 
previous year. Net working capi- 
tal increased from $11,348,278 to 
$12,240,294, and the ratio of cur- 
rent assets to current liabilities 
improved from 3.5 to 1 to 3.9 to 1. 

The regular dividend of $1.00 
per share, totaling $256,862, was 
paid during 1949 on the company’s 
5% cumulative preferred stock, 
and dividends totaling $1,307,554 
at $1.50 a share were paid on the 
common stock. Current quarterly 
rate is 25c per share. 

Celotex, Ltd., the English com- 
pany, reported net earnings of 
$147,953 for the year ended Octo- 
ber 31st compared with $131,475 
for the previous year, both figures 
converted at the devaluated rate of 
$2.80 per pound sterling. 

The South Coast Corporation, in 
which Celotex owns approximately 
48% of outstanding common stock, 
reported net income for the fiscal 
year ended July 31, 1949, of $207,- 
265 after all charges and income 
tax provisions, equal to 48¢ per 
share of its outstanding common 
stock. 

The total industry sales volume 
of insulation board products, 
which represent the major part of 
Celotex’s business, declined last 
year more severely than sales vol- 
ume of other types of building ma- 
terials such as roofing and gypsum 
products. The factors which con- 
tributed to this are regarded as 
temporary but they were princi- 
pally responsible for the decline 
of 30% in sales volume of Celotex 
during the year. The lull in home 






construction and general business 
activity during the first half of 
1949 brought about a reduction in 
inventories and induced cautious 
buying. This delayed usual sea- 
sonal activity so that not until well 
into the last half of 1949 did in- 
sulation sales volume improve. 

It is expected the company will 
more fully participate in the heavy 
volume of building construction 
that is currently going on and in- 
dications are that earnings will 
improve over coming months. 


Niagara Mohawk Power Corp. 


When do you expect the dissolution 
plan of Niagara Hudson Power will be 
completed? Will you please report recent 
earnings of Niagara Mohawk Power, the 
new consolidated operating company 
and dividend declarations. 

F.N., Bangor, Maine 

Niagara Hudson Power Cor- 
poration expects to pay off its bank 
loan by the end of this year. When 
the bank loan has been paid, Niag- 
ara Hudson’s holdings in the com- 
mon stock of Niagara Mohawk 
Power Corporation, its new con- 
solidated operating company, will 
be distributed to Niagara Hudson 
stockholders upon surrender of 
their common stock certificates. 
Niagara Hudson will then com- 
plete its dissolution in accordance 
with consolidation and dissolution 
plans which went into effect on 
January 5, 1950. The bank loan, 
which originally was $40 million 
in 1945, has been reduced to 
$2,800,000. 

A total of 9,580,989 shares of 
common stock of Niagara Hudson 
Power Corporation were outstand- 
ing when the plans went into ef- 
fect. Under the provisions of the 
plans, 5,770,019 of these shares 
have been exchanged for common 
stock of Niagara Mohawk Power 
Corporation as of March 31, 1950. 

The consolidated net income 
(preliminary) of Niagara Mo- 
hawk Power Corporation for the 
three months ended March 31, 
1950 was $6,439,875. After divi- 
dend requirements for preferred 
and Class A stock, this was equiva- 
lent to 69c per share on the com- 
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mon stock of the corporation. This 
compared with a consolidated net 
income of $5,364,996 for a like 
period in 1949, which, after divi- 
dend requirements, was equivalent 
to 55c per share on the common 
stock. 
On April 14, the president of 
Niagara Mohawk Power Cor pora- 
tion, announced that company will 
soon start construction of a 160,- 
000 kw. steam electric generating 
station on West shore of Hudson 
River near Albany. Company is 
also applying to the Federal 
Power Commission for a license 
to construct a dam and a 30,000 
kw. hydro-electric power plant on 
the Sacandaga River at Stewarts 
Bridge, 50 miles Northeast of Al- 
bany. Initial cost of plants, sub- 
stations and other facilities is es- 
timated at over $30 million. 
When these plants are com- 
pleted, over 600,000 kw. of gen- 
erating capacity will have been 
added to system in five years ata 
cost of more than $175 million. 
An initial dividend of 35c per 
share was paid on the common 
stock on March 31, 1950 and an- 
other 35c per share is payable 
June 30th. 


General Precision Equipment Corp. 


I know that General Precision Equip- 
ment’s net profit declined last year. Will 
you please explain the reason for this 
drop? Also, is the company planning 
some new products? What are current 
assets and current liabilities? 

N. P., Salinas, California 


Consolidated net sales of Gen- 
eral Precision Equipment Cor- 
poration and its subsidiaries for 
the calendar year 1949 totaled 
$26,711,926, compared with con- 
solidated sales of $27,008,450 re- 
ported for the year 1948. 

Consolidated net income for the 
year amounted to $456,485, after 
provision of $457,078 for depre- 
ciation and $250,000 for Federal 
taxes on income. These earnings 
are equivalent to 76c per share 
of outstanding common stock and 
compare with consolidated net in- 
come for 1948 of $936,679, or 
$1.56 per common share, after 
provision of $395,173 for depre- 
ciation and $587,000 for Federal 
income taxes. 

The decline in earnings was due 
to increased labor and material 
costs and to greater expenses in 
connection with the company’s 
program of research, engineering 
and development of new and im- 
proved products. Due to knowl- 
edge in the trade that new types 
of equipment were soon to be of- 
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fered by the corporation, sales of 
proprietary products in the last 
quarter of 1949 were retarded 
and in that period the corpora- 
tion operated unprofitably. 

For the quarter ended March 
31, 1950, company and subsid- 
iaries reported net sales of $4,- 
987,846 and net loss of $61,327, 
and this compared with same 
quarter of 1949 net sales of $6,- 
273,952, net profit of $124,779 or 
21c per share. 

Among the new products for 
which the sales outlook is favora- 
ble are a projection type televi- 
sion set of advanced design; 
equipment for use in television 
broadcasting studios; a new type 
sound projector for 16 millimeter 
film, outranking in both construc- 
tion and performance any previ- 
ously known for use in television 
studios, theatres, auditoriums or 
schools, according to the com- 
pany; and a low-priced magnetic 
tape recorder and play back set. 
In addition to the development of 
these new products, the regular 
line of equipment for use in the 
motion picture business has been 
re-designed and improved. 

At the close of the year, cur- 
rent assets of the corporation 
stood at $19,414,732 against cur- 
rent liabilities of $2,393,926. 

Dividend in 1949 amounted to 
$1.00 per share and 50c has been 
declared thus far in the current 
year. 


Central Hudson Gas & Electric Corp. 


Please advise on Central Hudson Gas 
& Electric Corporation’s present expan- 
sion program and its expected cost. Also 
recent net revenues and dividend expec- 
tations. C. D., Niagara Falls, N. Y. 

Central Hudson Gas & Electric 
Corporation plans to spend ap- 
proximately $24,100,000 during 
1950 through 1952 for new utility 
plant in the largest expansion 
program in its history. Total in- 
vestment in such facilities at the 
end of 1949 was approximately 
$53,900,000. 

Approximately $12,100,000 will 
be spent to build the first 60,000 
kw. unit at the new Danskammer 
Point steam generating station 
on the Hudson north of New- 
burgh. Another $2,300,000 will be 
spent on the 25,000 kw. hydro- 
electric plant at Neversink Tun- 
nel now under construction for 
the New York City aqueduct sys- 
tem. Upon completion, these proj- 
ects will increase company’s elec- 
tric generating capacity from 
22,000 kw. at present to a total of 
107,000 kw. by the end of 1952, 
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and enable it to produce 80% of 
its power output. By contrast, 


Central Hudson in 1949 pur- 
chased 90% of its output for 
regular customers from outside 
sources. 

The company will also spend 
nearly $2 million to construct a 
40-mile natural gas pipeline from 
Tuxedo, New York on the Colum- 
bia Gas pipeline system to ter- 
minate, via two eight inch mains 
under the Hudson, at its main gas 
works at Poughkeepsie. The com- 
pany expects to serve natural gas 
to its customers beginning this 
summer. 

The substitution of natural gas 
for manufactured gas will create 
operating savings sufficient to 
justify an immediate rate reduc- 
tion and at the same time will ma- 
terially improve the earnings of 
the gas department. In addition, 
it will practically double the ca- 
pacity of existing gas transmis- 
sion and distribution systems be- 
cause of the increased heating 
value of the gas and will put the 
company in a position to further 
develop its gas business with the 
expectation of an adequate return 
on its investment. 

If present expectations of im- 
proved earnings continue to be 
justified, expectations are that the 
directors will consider an increase 
in the dividend rate on the com- 
mon stock. Dividends in 1949 to- 
taled 52c per share and two quar- 
terly payments of 13c per share 
have been paid thus far in the 
current year. 

Operations in 1949 resulted in 
net income available for dividends 
of $1,367,015 against $1,108,826 
in 1948, an increase of approxi- 
mately 23%. This is equivalent to 
65c per common share outstand- 
ing compared to 53c per share the 
year previous. Operating revenues 
for the year ended December 31, 
1949 were $14,644,358 against 
$14,143,921 in 1948. 


Creameries of America, Inc. 


” Please give comparative earnings of 
Creameries of America for the past two 
years; also working capital position. 

. H. Evanston, Illinois 

Earnings of Creameries of 
America, Inc., in 1949 were the 
best since 1946. 

Net sales for the year ended 
December 31, 1949, amounted to 
$38,984,570, compared with $38,- 
810,916 in the preceding year. The 
1949 net income totaled $1,008,- 
296, equal to $1.55 a share on the 
650,000 shares of common stock 


(Please turn to page 234) 
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Companies Reporting 
Higher Net on 
Lower Sales 





(Continued from page 204) 


penditures of more than $5 mil- 
lion in 1950 to promote further 
efficiency. 

International Harvester Com- 
pany was able to report an up- 
trend in earnings per share in 
the fiscal year ended October 31, 
1949, to $4.36 from the 1948 
showing of $3.92, despite a de- 
cline in sales to $908.9 million 
from $945.4 million the year be- 
fore. This experience was all the 
more notable because of serious 
strikes in some of the company’s 
plants last year, delays caused by 
model change-overs, and since 
some new plants had not yet at- 
tained full operating efficiency. 
From our table it will be seen 
that the operating margin in 
1949 widened to 8.9% compared 
with 7.8% in the previous year, 
but because of the diversified and 
worldwide activities of this giant 
concern, it is hard to specify 
definite reasons for the improve- 
ment. 

Generally, the company’s huge 
outlays in postwar to construct 
new and ultra-modern facilities, 
to streamline operations in every 
department, and to effect cost- 
savings through the establish- 
ment of numerous parts depots 
throughout the United States 
have contributed largely to re- 
duce cost ratios. Now that a 
buyer’s market for farm equip- 
ment has arrived and competi- 
tion has become intensive, the 
company is handling a consider- 
ably increased volume of time 
payment sales on which profit 
margins are wider than on cash 
purchases. To facilitate this pro- 
gram, the company a year ago 
incorporated a subsidiary with 
$15 million cash capital to 
finance the parent’s wholesale 
and retail sales in the United 
States. As this new unit handled 
$123 million business in its first 
six months of operations, it has 
undoubtedly become a profitable 
venture. 


First Quarter Drop 


Due to the return of the farm 
implement industry to a seasonal 
sales basis, volume of Interna- 
tional Harvester Company in the 
first quarter of its new fiscal year 
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fell rather sharply to $179.7 mil- 
lion from $231 million in the 
same quarter last year, and net 
earnings of 44 cents a share con- 


trasted with $1.29 the year be-. 


fore. But shortages of steel 
caused by the steel strike and 
limited output of a completely 
new line of trucks from recently 
completed facilities that cost 
about $30 million, also contributed 
to the earnings decline. The com- 
pany’s operations in coming 
months should show considerable 
improvement, although sales at 
home and abroad may not equal 
those of last year and pension 
costs may rise. Further progress 
in cost reduction and economies 
of operation, as proven last year, 
should continue. The management 
has expressed confidence in the 
outlook by planning outlays of 
more than $50 million in the cur- 
rent year to enhance its operating 
potentials. 

The aforementioned discussions 
do not necessarily represent our 
preferences among the larger 
number of companies listed in our 
tabulation, but are offered in 
more detailed explanation of their 
good showing in 1949. To vary- 
ing extent, the latter is character- 
istic of all of them. Out of the 
total number, we have starred 
(*) twelve issues which in our 
opinion hold promise of general 
investment satisfaction. 





Which Is Lesser Evil? 
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could be squeezed out—or shall we 
say “pork”? There is plenty of 
room for savings as outlined by the 
Hoover Commission, by Senators 
Byrd and Douglas, and other sin- 
cere advocates of economy in Gov- 
ernment. The need for it was never 
greater ; hence Congress should in- 
sist that reductions in the cost of 
Government rather than a renewed 
thinning down of incentives in the 
economy should be resorted to in 
financing the lowering of excise 
taxes. 

Unfortunately Congress as well 
as the Administration do not like 
this simple and effective formula. 
Hence the threat of higher corpo- 
rate income tax rates; hence also 
the Administration’s new estate 
tax proposals, the Mills plan for 
speeding up corporate tax pay- 
ments, and the endeavor to plug 
major tax “loopholes.” The latter 
includes the proposal to make cor- 


porations withhold a 10% tax from 
their stockholders’ dividend, esti- 
mated to pick up some $150 million 
from people who have been failing 
to report such income. Those who 
do report would get a credit for the 
tax withheld by the company. An- 
other likely revenue-raiser is the 
proposal, already pending in the 
Senate, to give life insurance com- 
panies a smaller exemption on in- 
vestment income and thus nick 
them for about $100 million for 
1949 and 1950. Naturally, this in 
turn would come out of policy hold- 
ers’ dividends. 


Politics vs. Economics 


Some of these proposals are not 
relished by Congress but what it 
likes even less is a real cut in Gov- 
ernment spending. Increased farm 
aid, still more subsidation of hous- 
ing and of various industries, ex- 
tensive RFC loans to business, and 
finally the profligacy of entrenched 
bureaucracy itself is viewed as 
more or less “untouchable,” espe- 
cially in an election year. It’s the 
politics rather than the economics 
of the situation that seemingly 
counts most. 

The spurt in business to be ex- 
pected from lower excise taxes is 
quite difficult to evaluate realis- 
tically. Advocates contend that it 
will mean a big shot in the arm for 
business, big enough to make much 
of the revenue loss disappear. 
While plausible to some extent, it 
is a theory that will have to be 
proved. Doubtless lines now hard- 
est hit by excises, such as the fur, 
luggage, jewelry, cosmetics and 
amusement fields will benefit, and 
lower excises on freight and com- 
munications will be helpful to busi- 
ness, tending to reduce business 
costs. But when it comes to retail 
excises, there still remains the 
question whether the consumer 
will get the full benefit of tax re- 
lief. Presumably demand condi- 
tions and competition will eventu- 
ally, if not immediately, decide 
that question in favor of the con- 
sumer. 





Another Look at the Airlines 





(Continued from page 213) 
domestic carriers, serving mainly 
routes linking New York-Miami, 
Chicago-Miami and New York- 
New Orleans, probably the 
densest traffic areas in the coun- 


(Continued on page 228) 
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Only STEEL can do so man 
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CHILDREN ARE SAFER. And so are pets, when good- 
looking, strong steel fence gently restrains them 
from giving way to wanderlust. United States Steel 
specializes in fence .. . all kinds . . . from famous 
U-S:‘S American Fence for farm, ranch, zoo and 
garden to equally famous Cyclone Fence for estate, 
factory, airport, school and other public property. 


FAMOUS CABLES. Since their very beginning, a plant that has long been 
a part of United States Steel, furnished the Tiger Brand Wire Rope 
cables for San Francisco’s beloved cable cars. Meanwhile, U. S. Steel 
has helped San Francisco and all America grow through the years... 
by supplying the steel that is the backbone of our nation, the steel 
that is helping, beyond all other materials, to build a better America. 









PILFER-PROOF PACKAGES. One of the best protections against pilfering yet devised is 
to strap packages securely with tough U-S:S Gerrard Steel Strapping. Then they’! 
travel safely the world over, whether they weigh only a few pounds or many tons. 
The strapping machine in the picture, developed by United States Steel, ties, twists 
and cuts the sturdy steel straps all at the same time, merely by the flip of a handle. 

—— 
UNITED STATES STEEL CORPORATION of DELAWARE, 436 Seventh Ave., Pittsburgh 30, Pa. AMERICAN BRIDGE COMPANY « AMERICAN STEEL & WIRE COMPANY and CYCLONE FENCE DIVIS 
NATIONAL TUBE COMPANY » OIL WELL SUPPLY COMPANY ¢ TENNESSEE COAL, IRON & RAILROAD COMPANY » UNION SUPPLY COMPANY « UNITED STATES STEEL EXPORT COME 
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UTTERS GO ON FOREVER. After he fin- 
shes installing these gutters and down- 
pouts, this home owner will never have 
paint or repair them. For they’re 
nade from U-S:S 18-8 Stainless Steel 
,. rust-proof as well as handsome in 
ppearance. First cost is final cost. 
. 8. Steel provides stainless steel for 
many products (from auto trim to kitch- 
msinks) that last longer, save you money. 





greene 


HANG A ROOM IN MID-AIR. Quietest spot in the world is this room designed 
by engineers of the Bell Telephone Laboratories for scientific study of sound. 
The ingenious steel cable floor which lets sound waves pass through to be 
absorbed below, utilizes specially matched U-S:S American Quality Springs, 
(inset) developed by U. S. Steel to give just the right tension to each cable. 


Z vrEES d this label i ide to quality steel 
+ ae... all IS abel IS your guide to quality stee 
“0 states © man — 


UNITED STATES STEEL 
Helping to Build a Better Y, oe 


NE FENCE @ DIVISION * CARNEGIE-ILLINOIS STEEL CORPORATION * COLUMBIA STEEL COMPANY * CONSOLIDATED WESTERN STEEL CORPORATION * GERRARD STEEL STRAPPING COMPANY 
EXPORT § COMPANY » UNITED STATES STEEL PRODUCTS COMPANY * UNITED STATES STEEL SUPPLY COMPANY © UNIVERSAL ATLAS CEMENT COMPANY » VIRGINIA BRIDGE COMPANY 
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try. Operations have shown rela- 
tively greater stability and profit- 
ability than those of leading com- 
petitors. Net profit last year came 
to 82 cents a share, compared 
with 98 cents in 1948, and on 
basis of indicated results thus far 
this year, this showing should be 
considerably bettered in 1950. 
New equipment is on order for 
1951, including 35 Martin 404s, 
but the company’s strong finan- 
cial position suggests the possi- 
bility of dividend resumption be- 
fore the year-end. Payments have 
been suspended since 1947. 


T.W.A. 


Transcontinental & Western 
Air, operating domestic as well 
as trans-atlantic routes, appears 
in line to experience substantial 
improvement in operations this 
year because of the indicated 
boom in tourist business. The 
line is the only American certifi- 
cated route to Rome, Israel and 
important Middle Eastern cities. 
Travel stimulated by Roman 
Catholic Holy Year tours may ac- 
count for exceptional gains on 
the international routes. Depend- 
ing in part on the outcome of liti- 


gation over a porposed substan- 
tial reduction in mail pay, earn- 
ings this year should register im- 
provement over the $1.53 a share 
reported for 1949. A loan of 
about $12 million has been ob- 
tained with which to finance pur- 
chase of a fleet of new Constella- 
tion planes, and in addition sev- 
eral Martin 404s have been or- 
dered for delivery next year. 
Early resumption of dividends 
seems improbable. 

United Air Lines, operating 
transcontinental service between 
New York and various points on 
the Pacific Coast, as well as to 
Hawaii, continues to show good 
progress. Traffic prospects are 
regarded as favorable. New 
DC-6s are being added this year 
and older DC-3s have been writ- 
ten down to nominal valuations. 
Bulk of traffic is handled in the 
larger aircraft. Net profit this 
year seems likely to surpass the 
88 cents a share of 1949, but it 
is too early to visualize possible 
resumption of common dividends. 


Pan-American World Airways 


Outlook for Pan - American 
World Airways, leading operator 








RAYMOND MASSEY 
Plays Sociable Role 





“I CONSIDER IT an investment in enjoyment when I serve Schenley at home, 

or order it when dining out,” says Raymond Massey, famous stage and screen star. 

So, when you play- -the role of host, serve the whiskey that’s the favorite of the 

stars, smooth, sociable Schenley. Rare blended whiskey, 86 proof, 65% grain 
C. 


neutral spirits. Schenley Distributors, Inc., 
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of overseas routes, is confused by 
foreign exchange problems in 
Latin American areas, by finan- 
cial problems in connection with 
a proposed acquisition of Ameri- 
can Overseas Airlines and by 
negotiations for a proposed joint 
agreement for interchange of 
equipment among Pan-American, 
National Airlines and Panagra. 
Outlook for increased travel be- 
tween the United States and 
Europe is favorable. Pan-Ameri- 
can has proposed payment of 
$17,450,000 in cash for purchase 
of American Airlines’ interest in 
American Overseas, but final de- 
termination of this proposed shift 
has been deferred. Unless busi- 
ness conditions should deterio- 
rate substantially, it would seem 
fair to look for earnings this 
year comparing favorably with 
1949 results. 

_ Stocks of representative air. 
lines have been rather conserva- 
tively appraised in recent years 
—as contrasted with enthusiastic 
projections of the war years. Gen- 
erally speaking, that intangible 
element of “romance” with which 
shares in this category are sup- 
posed to be tinged seems to have 
added _ relatively little value. 
Needless to say, the shares at the 
current stage of industry devel- 
opment remain highly specula- 
tive, for reasons outlined in the 
foregoing and despite the indus- 
re undeniable growth poten- 
ials 








Mixed Trends in 
Office Equipment 





(Continued from page 210) 


duces about 90% of all cash reg- 
isters made in the United States 
and demand is quite stable except 
in years of depression, its long- 
term volume potentials are en- 
couraging. In recent years, Na- 
tional Cash Register has broad- 
ened its market opportunities by 
producing accounting machines, 


adding-typewriters and other spe- 
cialties that now account for 
about 35% of sales. Presently the 
company is heavily engaged with 
research into electronics and hints 
that some interesting develop- 
ments may soon result. Indica- 
tions are that dividends in the 
current year will at least match 
last year’s total payments of 
$2.50. 


THE MAGAZINE OF WALL STREET 
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Special Reappraisal of the 
Papers 








(Continued from page 207) 


those of 1949, if not better, be- 
cause of strong demand for prac- 
tically all of its diverse output, 
firm prices, benefits derived from 
a large scale modernization pro- 
gram, and completely integrated 
operations. In the last half of this 
year, the company’s productive 
capacity will further expand as a 
result of output from a now com- 
pleted large facility at Natchez, 
Mississippi, where rayon pulp 
will be produced at a rate of 300 
tons daily. As numerous enter- 
prises will spend record amounts 
for advertising in 1950, demand 
for newsprint, of which 759,244 
tons were made in IPC’s Cana- 
dian mills last year, should con- 
tinue heavy and at a firm price. 


International Paper Company’s 
incoming orders for kraft paper, 
the strong brown paper used for 
wrapping and in both heavy and 
light duty bags, have also been 
very satisfactory in recent 
months and a possible rise in the 
price in near term months would 
create no surprise. The com- 
pany’s large and modern mills in 
the South, adjacent to prolific yel- 
low pine forests, produce kraft 
paper and pulp under well con- 
trolled costs for sale to distribu- 
tors or for shipment to other IPC 
mills for conversion into multi- 
wall bags or cartons. The growth 
potentials of the kraft divisions 
are bright and margins on this 
class of business are ample in 
times like the present. Also, de- 
mand for fine papers currently 
is much more substantial than a 
year earlier when a considerable 
slump occurred, so that sales by 
this division should contribute 
more extensively to over-all 
volume. 


Recessionary influences caused 
volume of International Paper 
Company to recede last year from 
1948, but after allowing for re- 
serve adjustments in the preced- 
ing year, net earnings per share 
rose slightly to $7.12, indicating 
Improved cost controls. Profits 
for the first quarter of 1950 have 
just been reported with $2.26 per 
share. 

A leading manufacturer of 
newsprint that experienced a 
very successful year in 1949 and 
Seems certain to progress satis- 
factorily in the current year is 
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WE DARE 
THEM ALL! 


PHILIP Morris anne 
~ any ather leading ne 






























In Just ONE MINUTE... you can 
prove to yourself PHILIP MORRIS is definitely 
less irritating—therefore more enjoyable— 
than the brand you’re now smoking * 








y, 7 y\, we” 3S 


‘| ... light up a 2 . .. light up your 
PHILIP MORRIS present brand 


THEN, just take a puff—DON'T Do exactly the same thing— 
INHALE—and s-l-o-w-l-y let the DON'T INHALE. Notice that bite, 
smoke come through your nose. that sting? Quite a difference 
Easy, isn’t it? And NOW... from PHILIP MORRIS! 


MAKE NO MISTAKE. Only ONE cigarette is recognized by eminent medical 
authorities as definitely less irritating. That cigarette is PHILIP MORRIS! 


O CIGARETT 
HANGOVER 


means MORE SMOKING PLEASURE! 


* Confirmed in signed statements by thousands and thousands of smokers all over America! 
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WAAAY 


ARE YOUR 
STOCKS ON 


“SELL” LIST? 


Am. Tel. and Tel. 
Anaconda Copper 
Bethlehem Steel 
Brooklyn Un. Gas 
Chesapeake & Ohio 
Cities Service 


Diamond Match 
General Electric 
General Motors 
New York Central 


Niag. Mohawk Pwr. 


Penn. Railroad 
Phila. Electric 


Transamerica 

Un. Para. Theatres 
U. S. Steel 

F. W. Woolworth 
Zenith Radio 





Babson’s opinion as to 
which of these or other 
stocks to HOLD or 
SELL may save you 
losses. Simply check 
those you own, OR 
LIST 7 OTHERS YOU 
OWN OR INTEND 
TO BUY, and mail 
this ad to us. We will 
tell you if clients have 
been advised to HOLD 
or SWITCH them. 


print your 
name) 


(Please 


No cost 
or obligation. 


Write Dept. 
M-87 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
ACAD.) 








ord May 15, 1950. 





NATIONAL 
CONTAINER CORPORATION 


On May 3, 1950, @ regular quarterly dividend 
of 15¢ per share was declared on the Common 
Stock of the National Container Corporation, 


payable June 10, 1950, to all stockholders of rec- 


Harry GINSBERG, 
Treasurer 














LOEW'S INCORPORATED 


MGM PICTURES - 


@ 


THEATRES - 


MGM RECORDS 
May 3, 1950 


The Board of Directors has declared 
a quarterly dividend of 3744c per 
share on the outstanding Common 
Stock of the Company, payable on 


June 30, 1950, to stockholders of record at 
the close of business on June 13, 1950, Checks 


will be mailed. 


CHARLES C. MOSKOWITZ 


Vice Pres. & Treasurer 











E 


CONTINENTAL 
CAN COMPANY, Inc. 


The second quarter interim dividend of 
forty cents (40¢) per share on the com- 
mon stock of this Company has been 
declared payable June 15, 1950, to stock- 
holders of record at the close of busi- 
ness May 25, 1950. Books will not close. 

SHERLOCK McKEWEN, Treasurer. 











of record at 3 o'c 





UNITED CARBON COMPANY 
DIVIDEND NOTICE 


A quarterly dividend of 50 cents 
been declared on the Common 
Company, payable veg 10, 1950, to stockholders 

ock P.M. on May 25, 1950. 


C. H. MCHENRY, Secretary 


t share has 
tock of said 
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Great Northern Paper Company, 
operating extensively in Maine. 
During all of last year, the com- 
pany’s plants ran on full sched- 
ules and total output exceeded all 
previous records. Great Northern 
Paper does not report sales vol- 
ume, but 1949 net earnings of 
$4.87 per share compared with 
$4.63 in 1948. Continued strong 
demand for newsprint presently, 
combined with firm prices, sug- 
gest that profits in 1950 should 
at least match those a year 
earlier. Since 1910, this concern 
has paid dividends regularly. 
Dividends of 60 cents quarterly 
are secure and a year-end extra 
is probable. 


West Virginia Pulp & Paper Co. 


West Virginia Pulp & Paper 
Company in postwar has spent 
about $37 million in expanding 
and modernizing its facilities, 
and with operations currently on 
a near capacity basis, the com- 
pany should reap substantial 
benefits from these improve- 
ments. As one of the largest pro- 
ducers of white papers of every 
kind, from magazine and book 
paper to cardboard,’ together 
with an additional output of 
kraft papers, this sixty-year-old 
manufacturer enjoys a_ strong 
trade position, and through effi- 
cient management has been able 
to pay dividends without inter- 
ruption since 1899. 


While the company is con- 
sidered an outstanding low-cost 
producer in the industry, its mar- 
gins in the fiscal year ended Octo- 
ber 31, 1949 were pinched by 
reduced sales, lower prices, a rise 
of 10% in freight rates and 
heavier wage costs. Even so, net 
earnings of $9.31 per share were 
the third highest for many years 
past. While earnings of $2.01 per 
share in the first quarter of fis- 
cal 1950 were below a year 
earlier, improved demand for the 
company’s specialties since then, 
combined with firmer prices, in- 
dicate that full earnings for the 
current year should be compa- 
rable to 1949. Conservative divi- 
dends of $3 per share annually 
should be comfortably maintained. 


Another important producer of 
white and book paper, Champion 
Paper & Fibre Company, experi- 
enced operating conditions last 
year similar to those discussed 
in the foregoing paragraph. In 
the first nine months of the fiscal 
year ended March 31, 1950, sales 


of $62.3 million were at a rate 


about 6% below the previous 
year, and net earnings of $5.15 
per share were at an annual rate 
of around $6.80. A probable im- 
provement in the final quarter, 
though, may have raised total 
earnings for fiscal 1950 to around 
$7.25 a share. As the company 
has now received an increased 
amount of incoming orders and 
capacity operations are indicated 
for the near term, at least, its 
outlook has encouraging aspects. 
Quarterly dividends of 50 cents 
a share are well assured and may 
be increased or supplemented by 
an extra in due course. An excel- 
lent long term record engenders 
confidence in the company. 


Manufacturers of special tissue 
papers in 1949 forged ahead im- 
pressively. This was especially 
true of Scott Paper Company, 
whose plants operated at full ca- 
pacity throughout the year and 
demand was so insistent that de- 
liveries were consistently on an 
allocation basis. Through exten- 
sive plant improvements, the 
operating margin on record vol- 
ume of $83.5 million widened to 
11.4% and net earnings of $6.07 
a share established an all-time 
high. In the first quarter of 1950, 
sales of $23.5 million were 12% 
above the same period in 1949, 
while net earnings of $1.87 a 
share compared with $1.28. The 
markets for quality tissues of 
every kind have expanded at a 
rate that shows no sign of dimin- 
ishing. As an outstanding special- 
ist in the field, Scott Paper Com- 
pany for more than three decades 
has maintained an enviable rec- 
ord and its shares have gained a 
semi-investment status. 


Dixie Cup 


Dixie Cup Company, a pioneer 
in paper cup manufacture, has 
achieved all-time record sales and 
earnings last year, volume of 
$23.1 million rising 18% above 
1948 and earnings of $7.44 per 
share advancing from $6.70. The 
convenience and economy of pa- 
per cups and dishes in homes, in- 
dustrial concerns and institutions 
has won increasing popularity for 
these products, as a result of 
which this company’s growth has 
been substantial. Installation of 
special high-speed equipment in 
the company’s plants in_ the 
United States and Canada has 
brought substantial operating 
economies, and as demand has 


THE MAGAZINE OF WALL STREET 











_ rate 
vious 
$5.15 
1 rate 
e im- 
arter, 
total 
“ound 
pany 
eased 
3 and 
cated 
t, its 
pects. 
cents 
| may 
ad by 
2xcel- 
nders 


issue 
d im- 
cially 
pany, 
ll ca- 
» and 
it de- 
m an 
xten- 

the 
| vol- 
ed to 
$6.07 
-time 
1950, 
12% 
1949, 
87 a 
The 
s of 
at a 
imin- 
ecial- 
Com- 
2ades 
rec- 
1ed a 


yneer 

has 
; and 
e of 
ibove 
| per 
The 
f pa- 
s, in- 
tions 
y for 
It of 
1 has 
n of 
it in 

the 

has 
iting 
has 


REET 





warranted operations on a two or 
three shift basis, maximum effi- 
ciency has been possible. It seems 
probable that further gains in 
earnings may be reported by 
Dixie Cup in the current year 
and its long term prospects are 
also encouraging. Dividends at 
the recently advanced quarterly 
rate of 3714 cents per share are 
widely covered by earnings and 
there is ample room for an in- 
crease. The container division of 
the paper industry should do ex- 
ceptionally well in the current 
year if industrial activity con- 
tinues at its present pace. De- 
mand for all classes of containers 
is very strong and prices remain 
firm. With assurance of ample 
supplies of pulp and other essen- 
tial materials, this branch of the 
industry will likely operate close 
to capacity on the average, 
though seasonal influences may 
bring a slight slow-down in the 
summer months. 


Among several large competi- 
tors in this field, Container Cor- 
poration of America, operating 
10 mills and 25 factories through- 
out the United States, is well sit- 
uated to progress satisfactorily. 
A 7.3% decline in tonnage with 
reduced prices last year caused 
12% lower volume, so that net 
earnings of $8.46 a share com- 
pared with $10.12 in 1948. Re- 
ported sales of $31.9 million, 
though, in the first quarter of 
1950 and net earnings of $2.20 
per share, contrasted favorably 
with volume of $28.4 million and 
$1.89 a share a year earlier. It is 
clear that the company has gotten 
off to a good start in 1950 and 
prospects for a satisfactory full 
year are favorable. The 75 cents 
per share quarterly dividend 
should not vary and a liberal 
year-end extra may be paid. 


Gaylord Container Corp. 


Gaylord Container Corporation 
manufactures a full line of corru- 
gated and solid fiber containers, 
folding cartons, wrapping paper 
and grocery bags. Through owner- 
ship of large timber acreage in 
the South, adjacent to the com- 
pany’s modern mills, a high de- 
gree of integration is achieved. 
Gaylord’s growth for more than a 
decade has been substantial, and 
through its efficient management 
earnings in postwar have aver- 
aged well above previous show- 
ings. In the first quarter of 1950, 
sales were about 8% below a year 


MAY 20, 1950 


earlier and net earnings of 41 
cents a share compared with 53 
cents. The prospect of somewhat 
firmer prices for many of the com- 
pany’s specialties, together with 
currently improved demand, may 
tend to advance earnings in 1950. 





The Growing Economic Crisis 
in Japan 





(Continued from page 201) 


This great advantage has been 
reversed. Now Japan has to use 
dollars—up to now largely sup- 
plied by the American taxpayer 
—to pay for coal and raw mate- 
rials which, when processed, are 
sold in the neighboring countries 
for soft currencies. In itself, the 
loss of China, Manchuria and 
North Korea trade would perhaps 
not be so disastrous, if it were 
not (1) for the need to expand 
Japanese exports three to four 
times, and (2) for the need to 
earn more hard currency, dol- 
lars. The latter will require, very 
much as in Europe, the reorienta- 
tion of Japanese industries to- 
ward the dollar market. Pre- 
sumably this is now taking place. 
On the other hand, it is really to 
be regrettcd that the natural eco- 
nomic attraction between Japan 
and the nearby Asiatic mainland, 
which are economically highly 
complementary, is disrupted... 
China could use all the machin- 
ery, electrical equipment, chemi- 
cals and rayon that Japan could 
produce in the future. 


Since in view of the German 
and Western European trade of- 
fensive, it may be difficult for 
Japan to expand her exports to 
the Western Hemisphere coun- 
tries, the most practical solution 
of Japan’s plight appears to be in 
increased trade with Southeast- 


ern Asia, Indonesia, Malaya, 
Siam, the Philippines, and, of 
course, also with South Korea, 


India, Pakistan, and even Tur- 
key. But to sell more goods to 
these regions, particularly indus- 
trial equipment and _ textiles, 
Japan must deliberately increase 
her imports of raw materials — 
coal, iron ore, petroleum products, 
metals, and fertilizers — from 
Southeastern Asia. 

It is, in a way, fortunate for 
Japan that Southeastern Asia and 
India are coming in for increased 
attention in view of their tremen- 
dous strategic and economic im- 
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IMPERIAL OIL LIMITED 


NOTICE TO SHAREHOLDERS AND 
HOLDERS OF SHARE WARRANTS 


A dividend of 25¢ per share has been de- 
clared on the outstanding shares of the 
Company, payable June Ist, 1950. Regis- 
tered shareholders of record May I5th, 1950 
will receive dividends by cheque. Dividends 
in respect of share warrants will be paid 
on or after June Ist, 1950, by The Royal 
ank of Canada on presentation of coupon 
number 74. Transfer books will be closed 
1950. 
Dividends payable to non-residents may be 
at the 
official rate prevailing on date of presenta- 


from May 16th to May 3lst inclusive, 
converted into foreign currencies 


tion as authorized by Canadian Foreign Ex- 
change Control Board. 
BY ORDER OF THE BOARD 
Colin D. Crichton, 


no 


General Secretary 


May 4, 1950 














FIRTH CARPET 
COMPANY 


New York, N. Y. 
DIVIDEND NOTICE 


The Board of Directors has 
this day declared a regular 
quarterly dividend of $1.25 
per share on the outstanding 

5% Cumulative Preferred Stock, payable June 1, 
1950, to stockholders of record May 15, 1950. A 


quarterly dividend of twenty-five cents ($.25) per 
share has been declared on the Common Stock, 
payable June 1, 1950, to stockholders of record 
May 15, 1950. The transfer books will not close. 
W. W. Harts, Jr. 
May 4, 1950 Treasurer 








PLYMOUTH ler DE SOTO 
DODGE CHRYSLER 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 














DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable June 12, 1950, to 
stockholders of record at the close 
of business May 16, 1950. 


B. E. HUTCHINSON 
Chairman, Finance Committee 

















TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a divi- 
dend of 75 sents per share and an additional 
dividend of 50 cents per share on the Com- 
pany’s capital stock, payable June 15, 
1950, to stockholders of record at the close 
of business May 26, 1950. 

RICHARD T. FLEMING, 


Secretary 
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portance for the Western World. 
The recently proposed $64 mil- 
lion assistance to Indo-China, In- 
donesia, Burma and Thailand is a 
recognition of this fact. If these 
efforts to bolster up Southeastern 
Asia are on a sufficiently large 
scale and carried out without too 
much delay, they will create a 
situation and provide opportuni- 
ties which may go far towards 
solving Japan’s problems. 





Trends in First Quarter 
Reports 





(Continued from page 193) 


Gypsum manufactures more than 
150 items for use in building and 
thus benefits through broad diver- 
sification. 

Another prominent representa- 
tive of the construction industry 
to report substantial progress thus 
far in 1950 is Lone Star Cement 
Company. Between the building 
boom and implementation of large 
scale road building programs, de- 
mand for cement continues to ex- 
pand. Volume of the company in 
the first quarter rose to $13.2 mil- 
lion versus $12.6 million in the 
corresponding quarter of 1949, en- 
larging the pre-tax margin to a 
very satisfactory ratio of 22.5%, 
and lifting net earnings per share 
to $1.97 from $1.67. Lone Star 
Cement has a number of South 
American subsidiaries in addition 
to its extensive domestic opera- 
tions, and their results are in- 
cluded in the figures cited, but at 
average exchange rates and sub- 
ject to a $100,000 allowance 
against decline in foreign ex- 
change rates, an amount deducted 
from over-all earnings. The com- 
pany recently announced plans for 
construction of a new $9 million 
cement plant in the South, reflect- 
ing its confidence in the long term 
outlook for high level activity. 

International Nickel Company 
of Canada’s sales of $47.3 million 
in the first quarter declined about 
15% from the related 1949 level, 
but compared with the December 
quarter advanced by more than 
5%. While variations in volume by 
this concern measurably affect its 
pre-tax margins, the company nor- 
mally maintains such wide ratios 
that their lows would seem very 
satisfactory. In the first quarter 
of 1949, for example, the ratio was 
34.8% but contracted to 28.3% on 
reduced sales in the first three 
months of 1950. After all charges 
and preferred dividends, net earn- 
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ings of 54 cents per share com- 
pared with 84 cents a year earlier 
but also with 39 cents in the De- 
cember quarter. A downward 
trend in the first three quarters of 
last year appears to have been re- 
versed in the final period. 


Mack Trucks 


Heavy competition and sharply 
reduced demand for buses and 
heavy trucks in 1949 adversely 
affected the operations of Mack 
Trucks, Inc., an outstanding spe- 
cialist in the field, causing a lapse 
in dividend payments for the first 
time in 28 years. The full year 
deficit amounted to $2.67 per 
share. In the first quarter of 1950, 
however, the company showed 
signs of considerable recovery, al- 
though it still operated in the red 
to the extent of 11 cents a share. 
This loss compared with a deficit 
of $1.13 in the December quarter 
and 34 cents in the March quarter 
of 1949. 


The recent improved showing 
has been partially due to a rise in 
quarterly volume to $24.5 million 
from $17.4 million a year earlier, 
and might have been better except 
for heavy advertising expenses 
and non-recurring outlays in the 
first quarter. In the month of 
March, the management states 
that after allowing for tax credits, 
operations were modestly profit- 
able, and signs were accumulating 
that in the second quarter the 
break-even point would be com- 
fortably passed. Shareholders 
were also told that the full bene- 
fits of improvements and changes 
made would not be fully reflected 
until later this year. 


Standard Oil of Cal. 


In a very broad manner the oil 
industry experienced a downtrend 
in earnings last year that had not 
levelled off much in the first quar- 
ter of 1950, although increasing 
confidence in this respect is cur- 
rently expressed. As a sample, 
Standard Oil of California re- 
ported net earnings of $1.74 per 
share in the March quarter con- 
trasted with $2.61 in the corre- 
sponding span the year before. In 
the two last quarters of 1949, the 
parent company and wholly owned 
subsidiaries averaged $1.65 a 
share plus 51.5 cents a share from 
dividends from foreign operations. 

Because of voluntary curtail- 
ment of oil production in Califor- 
nia and state allowables elsewhere, 


the company’s production in the 
first quarter was 26,000 barrels a 
day less than a year earlier. Addi- 
tionally, first quarter sales re. 
flected the full effect of four re- 
ductions in the price of fuel oil 
made in 1949. In the circum. 
stances, it is understandable that 
sales of $178 million in the March 
quarter was somewhat lower than 
those of any three months last 
year. Now that production allow- 
ables have become liberalized 
slightly and heavy demand for 
gasoline may permit a rise in 
price, it seems probable the lead- 
ing oil concerns may improve their 
earnings somewhat in the coming 
months. 


Thompson Products 


Sharply higher earnings in the 
first quarter were reported by 
Thompson Products, Inc., com- 
pared with the year before, al- 
though consolidated net sales were 
virtually unchanged at $25.2 mil- 
lion. Net earnings of $3.67 per 
share compared with $2.06 in the 
first quarter of 1949. The improve: 
ment, though, started nine months 
ago, and in the last three quarters 
of last year, earnings averaged 
better than $3.50 a share. 

As a substantial portion of busi- 
ness handled by this concern rep- 
resents aircraft products under 
contracts subject to Government 
profit limitations, earnings as re- 
ported may be readjusted later. 
Shipments in the recent quarter, 
though, reflected increasing sales 
of industrial products, such as 
pumps for washing machines, drill 
bits and numerous kinds of cast: 
ings. With over-all operations on 
a high-level and smooth basis, it 
is understandable that the com- 
pany’s pre-tax margin in the first 
quarter should have widened to 
10.7% from 6.3% the year before. 

A moderate uptrend in first 
quarter earnings by Budd Com- 
pany created considerable sur- 
prise because during much of the 
period it was impossible for the 
company to. ship automobile 
bodies to strike-bound Chrysler 
Corporation. In reflection of this 
interruption, volume of $60.8 mil- 
lion was about 10% lower than 
in the first three months of 1949, 
but since the company was able 
to step up its activities in the 
railroad car division, which oper- 
ated on somewhat wider margins 
than the automotive department, 
net earnings advanced to $1.15 
per share compared with $1.04 a 
year earlier. Pre-tax margins, as 
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our table shows, broadened in the 
first quarter to 11.6% as against 
7.6% the year before. The man- 
agement of Budd Company has 
expressed confidence over the 
1950 outlook, in view of the en- 
couraging start made in the first 
three months, unfilled orders on 
hand and general conditions. 


American Locomotive Company 


Shareholders in American Loco- 
motive Company received their 
first quarterly report on March 
31, as result of new policies by 
the management to issue these 
interim financial statements. 
Comparisons with the March 
quarter of 1948, accordingly, are 
not available. Sales of $28.3 mil- 
lion in the recent period, how- 
ever, were reported as_ being 
lower than the year before, while 
net earnings of 47 cents a share 
were also relatively lower. This 
trend was attributed largely to a 
three-week shutdown in the com- 
panys’ principal Diesel plant in 
Schenectady, occasioned by short- 
ages of steel and other materials, 
but since issuance of the report, 
the management has been quoted 
as predicting that sales and earn- 
ings may continue to make un- 
favorable comparisons this year 
on the average for full 1950. 


Bigelow-Sanford Carpet Co. 


Volume of this concern in the 
forepart of 1950 showed marked 
recovery from last year’s reces- 
sive levels. Sales of $22.4 million, 
in fact, were the largest for the 
first quarter in the company’s 
long history, and were 13% 
greater than in the same period 
of 1949. After allowing for Fed- 
eral taxes, net earnings advanced 
to $1.41 per share from $1.28 the 
year before. The company had a 
large backlog of unfilled orders 
at the end of the first quarter, 
that could not be filled in the sec- 
ond quarter despite capacity op- 
erations. Usually, seasonal influ- 
ences cause volume to decline in 
the second quarter, but in spite 
of this, the management expects 
to report a substantial gain over 
the same three months of 1949. 
Recent further increases in the 
price of foreign wool led the com- 
pany to raise carpet prices 5% 
effective May 1. Compared with 
the March 1949 level, the new 
carpet prices are approximately 
8% higher, and consequently 
Should aid in stabilizing profit 
Margins. 
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Record quarterly earnings and 
the second highest volume were 
reported by Parke, Davis & Com- 
pany for the first three months 
of 1950. Sales of $23.5 million 
compared with $19.8 million the 
year before, while net earnings 
of 89 cents a share rose from 
63 cents. In the last year, operat- 
ing margins of this firm have 
widened and in the first quarter 
showed as 29.1% compared with 
23.9%. The increasing popularity 
of Chloromycetin, a new anti- 
biotic drug, probably accounts in 
part for the earnings gain, but 
world sales of the numerous other 
drugs and pharmaceuticals pro- 
duced by this strongly established 
manufacturer also appear to be 
expanding. The management with 
warranted pride points to the 
payment of its 250th consecutive 
dividend payment recently, a rec- 
ord exceeded by only three other 
industrial companies and_ ten 
railroads, banks, utilities or in- 
surance concerns listed on the 
New York Exchange. 


Wheeling Steel Co. 


Operations of Wheeling Steel 
Corporation were seriously handi- 
capped in the first quarter due to 
the shortage of coal caused by 
the strike of the coal miners. One 
of the company’s plants had to be 
closed down for about five weeks, 
and premiums that had to be paid 
for high-priced coal to permit 
partial operation of other facili- 
ties adversely affected earnings. 
With quarterly production equiva- 
lent to 89.1% of rated capacity 
versus 99% a year earlier, pretax 
margins narrowed to 15.1% com- 
pared with 17.8%, and net earn- 
ings in the first quarter declined 
to $4.80 per share from $6.24. 
Since the settlement of the coal 
strike, Wheeling Steel has oper- 
ated at near-capacity levels and 
undoubtedly will continue to do 
so for a number of months to 
come. 


Union Bag & Paper Co. 


The leading manufacturer of 
paper bags, Union Bag & Paper 
Company, experienced a much 
broader demand for its products 
in the first quarter than a year 
earlier when dealers radically 
curtailed their inventory accumu- 
lations. Volume of $17.1 million 
compared with $15.7 million in 
the first three months of 1949 
when prices were somewhat 
higher than now. Heavier costs, 











ELECTRIC BOAT COMPANY 
445 Park Avenue 
New York 22, New York 


The Board of Directors has this day declared 
a dividend of twenty-five cents per share on the 
Common Stock of the Company payable June 9, 
1950, to stockholders of record at the close of 
business May 19, 1950. 

Checks will be mailed by the Bankers Trust 
Company, 16 Wall Street, New York 15, N. Y 
Transfer Agent. 

R. P. MEIKLEJOHN 


Treasurer 
April 27, 1950 
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however, precluded more than a 
moderate improvement in oper- 
ating margins, and net earnings 
rose slightly to $1.57 per share 
as against $1.46 the year before. 

First quarter sales of Ruberoid 
Company, manufacturer of build- 
ing materials gained impressively 
over the showing the year be- 
fore, volume rising to $11.4 mil- 
lion from the first quarter of 
1949 level of $8.9 million. Pre- 
tax margins widened to 11.9% 
from 9%, hence net earnings im- 
proved at a somewhat faster rate 














to $1.68 per share from $1.06. 
This gain so early in the year re- 
flects the current unprecedented 
boom in residential building. Our 
table reveals that in the last 
three quarters of 1949, the com- 
panys’ sales and earnings rose 
substantially, due to seasonal fac- 
tors, thus the good showing of 
Ruberoid in the first quarter is 
probably a forerunner of further 
encouraging interim reports later 
this year. 
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(Continued from page 224) 
outstanding at the year-end. 

Net income for 1948 was $862,- 
843, or $1.32 a share on the same 
number of common shares. In 
comparing the results for the two 
years, it should be noted that 1948 
net income included approxi- 
mately $61,700 after taxes, or 9¢ 
a share, of non-recurring profits 
which accrued from the sale of 
certain properties. 

Working capital on December 
31, 1949 totaled $4,695,165, com- 
pared with $4,398,134 a year ear- 
lier. Reflecting the company’s 
policy of keeping inventories at 
the lowest level consistent with 
operating needs, the total at the 
end of 1949 was $2,253,183, 
against $2,915,954 on December 
31, 1948. 

The company, which operates in 
seven western and southwestern 
states and in Hawaii, spent $1,- 
025,217 on improvements to plants 
and equipment during 1949, as 
well as $1,254,269 on maintenance 
and repairs. 

Dividends in 1949 amounted to 
$1.00 per share and current quar- 
terly rate continues at 25¢ per 
share. 


United Engineering & Foundry 
Company 
I would appreciate information on 
operations of United Engineering & 


Foundry Company and prospects for the 
current year. B. V. Trenton, N. J. 


Net sales of United Engineering 
& Foundry Company for 1949 
amounted to $63,281,618, as com- 
pared with $52,473,267 in 1948. 
Net income was _ $4,654,080, 
which was larger by 12% than the 
1948 showing, and was equal to 
$6.83 a common share after pay- 
ments of $7.00 a share on the pre- 
ferred stock. The final common 
stock dividend in December was 
the 207th in an unbroken series 
covering a period of 49 years. 
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The business of the company, 
devoted for many years to the de- 
sign and construction of heavy 
rolling mills and rolling mill equip- 
ment, and more especially those 
used in the steel industry, has 
been enlarged and diversified to 
meet the requirements of paper, 
rubber, plastics, and other special- 
ized production. Crushing, grind- 
ing, pulverizing, mixing and 
screening equipment is included in 
this larger output. The company 
operated at full capacity during 
1949. 

Capital expenditures for land, 
buildings and machinery and 
other expansion programs brought 
the company’s total net invest- 
ments in buildings and equipment 
up to $9,351,458, an increase over 
the previous year of $2,274,417. 
Net working capital at the end of 
December 1949 was $10,840,335, 
as compared with $10,237,181 the 
year earlier. Foreign investments 
of substantial amounts are held at 
a nominal valuation of $2.00 till 
such time as they may become con- 
vertible into American dollars. 

Dividends including extra to- 
taled $3.75 per share in 1949 and 
current quarterly rate is 75¢ per 
share. 

Prospects over coming months 
appear favorable. 
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all. It is a fact that President 
Truman is in another political 
slump. Whether or not he re- 
coups, his Fair Deal is hardly 
rampant, except on the spending 
side, when it tacitly concedes the 
reelection of ‘Mr. Republican” 
(Senator Taft) in Ohio next 
November, after not even having 
been able to get a popular Demo- 
crat to run against him. As for 
the cold war, it is impossible to 
foresee when our side might get 
some breaks — but to get some is 
not impossible. 


Yield Comparisons 


For perspective, stock yields 
were less than 3.5% at each 
major market top since and in- 
cluding 1929. They were nearly 
40% less than high-grade bond 
yields at the 1929 top, approxi- 
mated bond yields at the 1937 top, 
and exceeded bond yields by only 
some 35% at the 1946 high. Pres- 


ent average stock yields exceed 
high-grade bond yields by nearly 


140%. From this perspective, 
stock prices are still relatively 
conservative. 

All indications suggest the prob- 
ability of continuing good busi- 
ness for at least some months to 
come, implying aggregate corpo- 
rate earnings equalling or mod- 
erately exceeding those of last 
year. Yet total dividends cur- 
rently are at a rate of only some 
50% to 55% of earnings, against 
about 75% or more in prewar 
years, despite the fact that the 
working capital position, and the 
cash position, of typical corpora- 
tions are stronger than ever be- 
fore. This means that dividends 
are not only at a high level, with 
yields still attractive, but that 
they are uncommonly well but- 
tressed on an over-all basis. 

Maintain substantially invested 
positions, holding a reasonable 
amount of reserves in hand to 
take advantage of normal market 
reactions or selective buying op- 
portunities. 

—Monday, May 15. 





As I See It! 





(Continued from page 185) 


deeds but merely another ex- 
change of words. If so, the Lon- 
don communique should be a new 
warning to us not to forget our 
own responsibilities nor to relax 
in our exertions. It should be an 
even sharper warning to West- 
ern Europe, which in spite of 
many starts has been painfully 
slow in organizing itself, and is 
still fumbling badly. 

Much of this fumbling is due 
to unwillingness to subordinate 
domestic politics to the greater 
cause of western solidarity in the 
face of the Soviet onslaught of the 
free world. It is a most short- 
sighted attitude, for what price 
individual pet preferences — be 
they along socialist, protectionist 
or nationalist lines — if they 
weaken the chances of a practical 
and determined policy which 
alone will enable the western 
world to stand up against our 
ruthless adversaries? What’s 
needed is the immediate imple- 
mentation of a western defense 
program that goes far enough to 
fulfill its purpose. Any hesitation, 
any stopping short of what’s 
really needed, will vitiate it to the 


. point of uselessness. 
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BOOK REVIEWS 








1 WAS THERE 
By Fleet Admiral William D. Leahy 


Admiral Leahy as Chief of Staff to 
both wartime Presidents, was the senior- 
ranking military man in the United 
States He is, therefore, the only living 
American who could have written this 
highly comprehensive and significant 
book. I WAS THERE is one of the most 
important chronicles of our time. A 
frank appraisal of great men and stir- 
ring events, it is a forthright and in- 
tensely interesting narration of the cru- 
cial war years. 


From 1941 to 1949, no American was 
closer to the vital center of operation, 
decision, and command than Admiral 
Leahy. In 1942 he was recalled from 
France, where he had served as Ambas- 
sador to the Vichy Government, to be- 
come Roosevelt’s Chief of Staff. From 
1942 to 1949 he was in the White House 
as adviser, confident, military expediter, 
and general assistant to two Presidents. 
He attended the famous conferences of 
the Allied Powers at Washington, Que- 
bec, Cairo, Teheran, Yalta, and Pots- 
dam. He observed and talked with all the 
great and controversial figures of the 
last decade: Roosevelt, Truman, Church- 
ill, Stalin, Molotov, de Gaulle, Chiang 
Kai-shek, Admiral Darlan, Ibn Saud, 
and many others. As Chief of Staff to 
the President he coordinated the work 
of our top-ranking military leaders — 
General Marshall, Generald Arnold, and 
Admiral King. Almost every morning 
for seven years he held private confer- 
ences with Roosevelt and, afterward, 
with Truman. No one else could have 
written such close-up portraits of 
Franklin D. Roosevelt and Harry S. 
Trumna; no other living man could have 
written so unique an account of behind- 
the-scenes operations during the war 
years. 


For the convenience of these two 
Presidents, the Admiral made daily 
notes. I WAS THERE is not, therefore, 
a record of events as the author now re- 
members them, after a lapse of years, 
but is actually based on his notes made 
at the time. The Vichy story, of which 
this is the first authentic account, tells 
of the precarious relations of Ambassa- 
dor Leahy with Pétain, Laval, Darlan, 
and Giraud. Leahy’s comments on 
Churchill are frank and surprising. De 
Gaulle, says Leahy, was personally an 
egotist, politically a violent nationalist, 
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and always a thorn in the side of the 
great powers. Stalin was shrewd and 
well informed, frank in debate, and 
alarmingly uninterested in the United 
Nations. Few people really understand 
the beginnings of the East-West split. 
Admiral Leahy tells of Stalin’s violent 
distrust of our early negotiations with 
tottering German generals in northern 
Italy; he reviews the bitter argument 
over Poland’s western boundary and he 
explains the vague terminology of the 
Yalta agreement which gave Russia her 
chance to gobble up most of central 
Europe. 


Complete, accurate, and filled with de- 
tailed and interesting anecdotes, this is 
history as it really happened—the story 
of the war years. The author states his 
views with compelling vigor, writing 
with the honesty and candor of a 
quarter-deck admiral. I WAS THERE 
is stimulating reading from cover to 
cover, a book every American should 
read and one which future historians 
will have to consult. 


Whittlesey House $5.00 


MY RETREAT FROM RUSSIA 
By Vladimir Petrov 


Here is an engrossing tale of one of 
the immense forced migrations of the 
war years. After six years at forced 
labor in the Kolyma gold fields of 
Siberia twenty-five-year-old Vladimir 
Petrov was released just as Hitler’s 
armies attacked Russia. This book tells 
how he made his way across Asia to his 
home in the Caucasus and tried to re- 
establish his life as a Soviet citizen, 
only to learn by experience that there 
is no accepted place in Soviet Russia 
for a former political prisoner. Rather 
than face a hopeless future he began 
an odyssey of retreat with the German 
armies and many of his compatriots 
which ran by cart, truck, flat car, and 
ferry to Italy and finally to the United 
States. 


Petrov is a born storyteller. His nar- 
rative of the eventful journey, of the 
Russians and Germans and wayfarers 
of many nationalities who crossed his 
path, of the comedy and drama that lay 
in the wash of the titanic struggle at 
arms, of the black markets and the 
nimble wits that were needed to keep 
body and soul alive is one of the great 
stories of the road. We see ex-Soviet 
General Vlasov, and the tug of war of 





Russians and Germans around him; the 
peasants and soldiers and the women of 
the old and new regimes and of no re- 
gime at all; the boisterous, sleight-of- 
hand life of people who continue to 
live only because they are lucky or 
quick or stubborn. 


“He has an extraordinarily retentive 
memory,” said Max Eastman of the au- 
thor’s earlier book, “not so extraordi- 
nary as Ernest Hemingway’s but of the 
same kind. What people said, if it was 
a part of the pattern of his conception 
of them, comes back with the percep- 
tion. This is true of any gifted writer 
of memoirs. Petrov happens to be a 
brilliantly gifted writer of memoirs.” 
Yale $4.00 


AFRICAN DEPENDENCIES 


A Challenge to Western 
Democracy 


By Nwankwo Chukwuemeka 


Since the “age of discovery” the 
world’s colonial territories have played 
a central role in world events. Involved 
in every recent European war and po- 
litical program were the rich lands of 
Africa and Asia—the industrial mar- 
kets and sources of raw materials and 
cheap labor for the competing Euro- 
pean colonial powers. But today, these 
territories are for the first time con- 
scious of practical national identity, 
and the world and they face new and 
far-reaching problems. 


Professor Chukwuemeka tells the en- 
grossing story of one such colony, his 
native Nigeria, against a broad factual 
background of personal experience and 
a thorough technological training—and 
always with the intimate concern of a 
native African. He brings to light a 
rich and varied country, its climate, 
forests, agriculture, industry, its colo- 
nial history, its cities, and its people. 
In terms of its social, economic, legal, 
and educational implications, he delin- 
eates precisely what the “colonial sys- 
tem” has meant to Nigeria, the world’s 
largest dependency. 


In this exhaustive study of Nigerian 
natural resources, impressive industrial 
potential, and cultural possibilities, the 
European drain on West African 
wealth is pointed up and the necessary 
role of Point Four and the agencies of 
the United Nations in the efforts of a 
talented people to achieve a better way 
of life is indicated. This solid contribu- 
tion to the literature of imperialism and 
world peace is one based on scholarship 
and responsible thinking. 


The William-Frederick Press $3.50 
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_— ] he advance in the market from June, 1949, up to date, has drastically 
d_po- changed the status and further potentialities of many securities — some 
ds of have become amply priced — others are still undervalued. 
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ss % How carefully have you studied the 1949 financial and income statements 
these — and the new 1950 first quarter earnings reports — of the companies in 
: sm which your capital is committed? Have you weighed the effects of wage and 
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‘ aa pension costs, intensified competition, currency devaluations, demand 
trends? 
“4 Mo *% Many uncertain investors merely hold their positions unchanged and hope 
tual tor the best — but a “do nothing” policy can be most costly in the highly 
e pe selective market ahead. If your capital is important to you now is the time 
—an ° ° . 
aa to take intelligent action. 
pht 8 ; ; 
mate, * As a first step toward placing and keeping your account on a sound basis, 
colo- we invite you to submit a list of your holdings to us for a confidential, pre- 
— liminary analysis — if your investment funds are worth $30,000 or more. 
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: sys- * Without obligation our staff will prepare a report pointing out your least 
orid’s attractive holdings and tell you why to sell them. Valuable comments will 
be offered on your diversification, income and prospects for capital appre- 
ee ciation. You will be told how our counsel could help you and an exact 
st "ia . 
an annual fee will be quoted. 
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ssary *® Merely send us a full list of your securities, giving the size of your com- 
phy mitments, your buying prices and your objectives. All information will 
“ be held in strict confidence. 
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Investment Management Service 
Backed by 42 Years of Successful Service to Investors 
$3.50 
NINETY BROAD STREET New York 4, New York 
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“Car comfort test”—created by practical imagination at Chrysler Corporation 


They’re trying it on for size! 


No, that model of a Plymouth car body 
isn’t going any place. It isn’t meant to! 
It’s one of many models we created to 
learn from people themselves how to 
build supreme comfort into the great 
new Plymouth, Dodge, DeSoto and 
Chrysler cars. 

Our engineers know that the best 
way to find out which seating arrange- 
ments are most restful and comfort- 
able is to let people try them out — 
in advance! 

So they built full-size models like 
this of the inside of cars —the engi- 
neers call them “mock-ups.” Then 
they installed real automobile seats 
and invited people to try them—all 
kinds and sizes of people — men and 


PRACTICAL 


women, big and small, thin, stout. short- 
and long-legged. 

Their opinion helped us place the 
new chair-height seats in just the 
right positions to let you see through 
windshield and windows without 
straining ... provide plenty of leg- and 
head-room . . . build higher, wider 
doors for ease in getting in and out. 

We found ways to make the seats 
themselves more comfortable . . . ways 
to give you everything that means the 
utmost comfort in an automobile. 

It’s another example of the way 
practical, creative imagination im- 
proves every part of every car at 
Chrysler Corporation year after year. 
You'll like all the newest advances in 


the new Plymouth, Dodge. DeSoto and 
Chrysler — and dealers will be pleased 
to welcome you and show them to you. 


— 3 
There's more comfort in the new Plymouth, Dodge, 
DeSoto and Chrysler. You sit in wider, chair-height 
seats, with more leg- and head-room. Windshield 
and windows let you see better — doors are higher 
and wider; it's easier to get in and out. 
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Airtemp Cooling, Heating, Refrigeration 


Chrysler Marine & Industrial Engines 


PLYMOUTH 


Dodge Job-Rated Trucks 


DODGE 


Oilite Powdered Metal Products 


DESOTO CHRYSLER 


Mopar Parts & Accessories  Cycleweid 











